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A Sound Investment 


Standard Gas and 
Electric Company 





Cumulative—Par Value $50 
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Listed on New York Stock Exchange. 
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y ou can raise 


your income— 


You can put your investment dollars to work 
where they will substantially raise your income 
—in Cities Service Company common stock. 
At its present price and dividend rate, you get 
a net yield of 81%4% from this 16-year old 
security. Your dividends are payable monthly 
—half in cash and half in stock. 


Send for full information 





BRANCHES IN PRINCIPAL CITIES 


Please send me full information about Cities 
Service Common stock. 
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We own and offer 


Des Moines & Central 


Iowa Electric Co. 
Skg. Fd. Gold 6s, 1937 


Price to yield 5.50% 
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‘The 
North 


American 
“System 





A Sound 


Dividend Policy 


1 peers policy of paying regular quarterly dividends in Com- 
mon Stock—2144% quarterly—inaugurated by this Com- 
pany in April, 1923, is equivalent to combining cash dividends 


with rights to subscribe at par for additional stock. It differs, 
in effect, from a practice, long established among corporations of paying dividends in cash and 
offering subscription rights, only in that it gives stockholders more frequent and convenient 


subscription privileges. 


Common Stock issued since the present dividend policy was adopted three and one-half 


years ago has been as follows: 














Par Value 
SIN ei Suey cided Sadak cidabnekeoeeas $22,556,950 
Issued for cash on outstanding subscription war- Par Value_—_—Increase 

rants, and for acquisition of new properties $7,549,457 34% 

In payment of dividends on Common Stock ... 9,789,224 43% 
RN ee a a $17,338,681 77% 17,338,681 
ee ee ee $39,895,631 

















During the same period Balance available 
for Common Stock Dividends and Surplus 
increased 110% 


The Common Stock issued in payment 
of dividends was equal to about 7% of the 
cost of net additions to plants and systems 
of operating subsidiaries during the same 
period, not including the new properties 
acquired. 

The electric industry has, on the average, 
doubled in periods of approximately five 
years. The necessity of extensive use of elec- 
tric power in practically every important 
industry to keep down production costs, and 
the many new applications of its use for both 
domestic and commercial purposes, assure 
the continued sound growth of the industry. 


Well operated public utility companies 
must keep pace with the growth of the com- 


munities they serve in order to earn and 
retain public confidence and retain the 
exclusive right to serve their territory. Their 
financial position should be such as to war- 
rant the highest credit and encourage a free 
flow of the large amounts of needed capital. 


A conservative stock dividend policy is 
admirably adapted to the sound and rapidly 
growing electric light and power business. Sub- 
sidiaries such as ours should obtain about one- 
half of their capital requirements by the issu- 
ance of bonds, and the balance by preferred 
stocks, sold locally, and by common stocks. 


The parent company must make addi- 
tional investments in the common stocks 
of its operating subsidiaries in order to 
maintain well balanced capital structures 
and prevent impairment of their credit. 


Our dividend policy provides a reasonable part of the funds required for 
investments by The North American Company in the equities of its subsidiaries. 


Preferred and Common Stock listed on New York Stock Exchange. 


‘THE NORTH AMERICAN COMPANY 


60 BROADWAY, 


NEW YORK 
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The Financial World was established to 


diffuse the truth ‘about investments, 
stantly maintained this attitude, and wiil continue to do so, confident in i belict that 
as long as it clings to this ideal it can count upon the support of the investing pubtiec 
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The Trend of Things 


It is becoming increasingly clear that while business conditions for the 
country as a whole continue favorable, sharp variations are taking place 
along geographical lines. ‘The Western states are making a better relative 
showing than the Southeast and East; 





The state of credit, the most important single fundamental, continues 
favorable with the long range outlook for lower interest rates and higher 
prices for investment securities. The bond market is giving an excellent 
account of itself and discounting January | reinvestment demand; 


New construction activity, the most important single factor affecting the 
volume of business, is holding up remarkably well for the country as a 
whole, but here again the West is making a better comparative showing 
than the Southeast and East; 


That politics have no fundamental bearing on market prices was again 
demonstrated during the past week. Wide price variations in stocks con- 
tinue with record breaking car loadings pointing to continued high rail- 
road earnings and resulting in strength in this division of the list. 








ITH the elections out of the way 

WV the progress of business again 
warrants careful study. Reports 

of car loadings, bank clearings and new 
construction contracts let all go to show 


that compared to a year ago a much bet- 
ter record is being established by the West- 


ern states than in the Southeast or East. 
Especially in the Southeast evidence of a 
decided recession in activity is under way. 

However, for the country as a whole 
there is no prospect of any important 
change in the total volume of trade. What 
one section loses another gains. There is 


no prospect of a boom and none of a de- 
pression. Production continues well ad- 
justed to consumption and labor is fully 
employed with a high-purchasing power. 

The recent strength of the franc and 
French bonds foreshadows early loans for 
French stabilization. 
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@ The Business Prospect 


* * * 


HILE car loadings and bank clear- 

ings are holding up well for the 
country as a whole recent figures indi- 
cate a slackening of activity in the 
southeast compared with a year ago. The 
more prominent railroads serving that ter- 
ritory are reporting moderate decline in 
originating traffic and much greater de- 
clines in cars received from connections. 
The leading cities are also reporting rather 
substantial declines in bank clearings com- 
pared with the same week a year ago. 
Offsetting this are gains reported in other 
sections and total indicated volume of 
business continues at a satisfactory rate. 
There never has been and probably never 
will be uniform distribution of trade both 
geographically and by specific industries. 
What one loses the other gains. If the 
southeast loses because of lower cotton 
prices and a slackening of new construc- 
tion activity other sections may gain by 
buying the manufactured cotton lower or 
by operating on a better profit margin as 
may prove to be the case with the textile 
industry. There is a pretty clear indi- 
cation of a slowing down in automobile 
output but there is no such indication as 
yet in the field of new construction. Thus 
while the steel industry may be adversely 
affected by a somewhat smaller demand 
from the motor industry this may be 
more than offset by a larger demand from 
the railroads. While the southeast may 
be adversely affected by lower cotton 
prices the textile mills of New England 
may be put on a profitable basis and of 
course the cotton goods consumers 
throughout the country will benefit. Under 
these conditions it would appear wise to 
avoid the southeast and the motor indus- 
try until their respective prospects be- 
come more clearly defined. On the other 
hand there is nothing to indicate any un- 
usual increase nor any unusual decrease 
in the total volume of the country’s trade. 
There is nothing to indicate that any of 
the danger signals which have warned of 
an important business depression in the 
past are present now. While there is no 
prospect of a boom there is also none of 
a depression. Production is well adjusted 
to consumption and purchasing power con- 
tinues large. Here again while purchasing 
power in the southeast may decline this 
can be more than offset by increased pur- 
chasing power of the textile manufactur- 
ing and soft coal mining districts as well 


as in the reviving west. 
* * * 


@ The Credit Situation 
* * * 

ge SAC TICALEY every adverse major 

economic change in this country has 
been accompanied by some form of credit 
strain. It is important to carefully study 
the credit situation and such examination 
of current data can lead only to the con- 
clusion that with our gold reserves, the 
Federal Reserve system and our growing 
investment wealth there is nothing to 
worry about especially as hand to mouth 
buying has practically eliminated the in- 
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ventory problem. With the longer range 
outlook for gradually declining commodity 
prices and lower interest rates high grade 
investment securities are in a sound posi- 
tion to reach a lower yield basis and 


higher market prices. 
* * * 


@ Politics 


* * * 


HE result of the recent election will 

have no important bearing upon the 
future of business in this country. It may 
be difficult for the administration to get 
through some legislation and it will be 
even more difficult for the opposition be- 
cause of the president’s veto power. The 


coming session of Congress will be a 


short one and devoted largely to jap- 
propriation bills. There is nothing to 
worry about in the political situation. As 
has been pointed out before the working 
out of economic laws will be the im- 
portant factor and as long as production 
does not exceed consumption and as long 
as labor is well employed to maintain a 
high purchasing power the present rate of 
trade activity can be maintained 


definitely. 
* * * 


@ The Railroads 


* * * 


FoR the week ending October 23 the 

railroads reported car loading almost 
equal to those of the record breaking 
previous week. With high net earnings 
assured for September and practically 
made by the car loadings reported for 
October it now appears that November 
gross earnings are getting away to a good 
start. It should be borne in mind that 
from now on decreases in weekly car 
loadings as compared with the previous 
week can be expected for purely seasonal 
reasons. However, there appears no pros- 
pect of any important decreases compared 
with the same week last year for the coun- 
try as a whole. It is quite possible that 
the southeastern roads which are already 
showing a smaller amount of originating 
traffic than a year ago and a much larger 
decrease in the traffic received from con- 
nections will not do as well as in the 
previous year from now on. Meanwhile 
the roads in other sections of the country 
(based on the last available car loading 
figures) are more than offsetting the losses 
in the southeast. Recent reports of bad 
order freight cars and locomotives indi- 
cate that the railroads are in the best 
physical condition in their history which 
is borne out in a practical way by the 
record breaking traffic which is being 
handled without any car shortage or sign 
of congestion. Railroad stocks on the 
average are higher than at the beginning 
of the year and this showing would be im- 
proved if the southeastern rails were 
omitted. Industrial stocks on the aver- 
age are lower. The very factors that are 
going to make for a less satisfactory profit 
margin for many industrial companies 
(productive capacity beyond normal needs) 
are resulting in a large volume of traffic 
for the rails with their fixed service 
charges. The further equally important 


in- 


factor that the railroad stocks are selling 
lower compared to current and prospective 
net earnings thus makes them the most 
undervalued group in the list at present. 


* * * 


@ New Construction 
*x* * * 


CCORDING to the F. W. Dodge 

Corporation’s compilations new con- 
struction contracts in October for the 
country as a whole were but 3 per cent 
less than in October last year when an 
abnormally high rate of activity in this 
important field was in progress. On the 
other hand contemplated new work showed 
a decline of 25 per cent from last October. 
That it is becoming increasingly necessary 
to study the relative progress of the coun- 
try by geographical divisions is clearly 
shown, as new construction contracts in 
the Southeast declined 37 per cent from 
October last year. A 12 per cent decrease 
in New York and Northern New Jersey, a 
19 per cent decrease in New England, a 
26 per cent decrease in the Pittsburgh dis- 
trict contrast with an 11 per cent increase 
in the middle Atlantic states, a 35 per cent 
increase in the Central West, a 41 per 
cent increase in the Northwest and a 53 
per cent increase in Texas. The increase 
in Texas is sharply in contrast with the 
decrease in the Southeast. 1t will be noted 
that gains are general in the Western states 
and losses moderate in the East and sharp 
in the Southeast. The importance of a 
good rate of new construction to a good 
rate of trade has been repeatedly pointed 
out in THE FINANCIAL WorLp. While the 
total for the country continues at a satis- 
factory level it obviously is wise to patron- 
ize those corporations which serve geo- 
graphical sections which are on the up- 


grade rather than those where at least a 


temporary peak has been reached. The 
figures on new construction are not ad- 
verse to the Southeast, and the probability 
of a trade recession there is further sup- 
ported by recent bank clearings and car 
loadings, especially by car loads which the 
Southeastern roads are receiving from 
connections. 


* * * 


@ The Securities Outlook 


* * * 


HE outlook for lower interest rates 

and higher prices for good invest- 
ments continues favorably defined over the 
longer range future. As a matter of fact 
it would not be surprising if prices ad- 
vanced in anticipation of the usual Janu- 
ary 1 demand. In view of the fact that 
stock prices are closely following earnings 
it is obvious with the varying earning 
trends that great discrimination is neces- 
sary. Stocks should not be bought or sold 
because of the belief that the “market” is 
going up or down but because of the in- 
dividual merits of each issue. This doc- 
trine is further elaborated in following 
articles by Messrs. Guenther and Hanssen. 
Continue to give first place to the rails, 
high yielding low-cost coppers and good 
yielding public utility preferred stocks. 
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Down to Bed Rock 


@ There is no “market” in the sense that it 


moves as symetrically as a pendulum. That 
is the impression created by newspaper head 
lines, which often results in costly experience 


to investors; 


@ Markets simply reflect the mass decision of 
capital in respect to security values and 
trend of earning power. Instead of making 
values markets simply express them. Any 
other viewpoint is putting the cart before the 


horse; 








@ By. getting down to bed rock in understanding the proper function of the 
market investors will be more correctly guided and less misguided, as Mr. 
Guenther plainly points out in his article --THE EDITORS. 


HE “market” is this or that. Or the 
T “market” does this or that. It is 

a bull or a bear market, or it is 
up or down. Those are the superficial im- 
pressions gathered from a cursory reading 
of the captions, or sub titles, by which the 
“market” is described by the newspapers in 
their financial reviews of its daily fluctua- 
tions, 


They seem to imply by their characteri- 
zation that the market moves up or down, 
symetrically, like a pendulum. 


By LOUIS GUENTHER 


Publisher THe FINANCIAL WorLD 


These conclusions, hastily reached, are 
erroneous. This fact is readily established 
by contrasting the quotations of individual 
stocks, Then it will be noticed that while 
certain securities record a minus symbol 
before their net change, others, again, 
will conclude the day’s session with a plus 
mark. 


This conflict in prices denotes that there 
is no such thing as a uniform movement to 
a market with a semblance of permanency 
to it in the full sense of the meaning usu- 


ally employed by financial editors in their 
head lines. The only time such a descrip- 
tion is justified is when an unexpected up- 
heaval, national in its influence, occurs, or 
a fundamental change develops affecting 
all security prices. 

Happenings of this kind, however, are 
so rare they little enter into the calcula- 
tions of the human mind, which finds it- 
self on the safest ground when dealing es- 
sentially with existing values contrasted 


(Please turn to page 625) 











































































































FROM Record of Recommended Transfers TO 
(*) c*) Date 

Then Now Net Then Now Net Recom- Net 

Price Price Change Price Price Change mended Diff. 
American Car & Fay. ................ 95 9 +4 BIO i ocecinicessisnianiey 86 102% +16% 4-17 +12% 
American Locomotive ................ 98 108% + 6% re, eee S ..... 114 1200 +6 5-l {- ¥% 
Artloom 55 514 —3% Onyx 41 364% —4% 7-244 —1 
Baldwin . 103 117% +14% Frisco 90 9% +6% 58 —8% 
Botany Cons. Mills A................ 25% 23% —1% Art Metal 22 22 ..- 10-2 +1% 
Buckeye Pipe Line ...................-.. 483, 44 —4% Eureka Pipe Line ................ 50 434%, —6% 821 —1% 
Childs 52 48 —4 Thompson (J. R.) .............. 46 464%+ % 619 + 4% 
Crucible 67% 70% 3 Northern Pacific ............... 71% 76% +5 5-29 +2 
Davison Chemical] ...........-.--+....-+: 37 28% — 8% M.-K.-T. 37 31% —5% 7-244 +3% 
Exchange Buffet 164% 15% —1 Waldorf 18 21% +3% 7-3 + 4% 
Freeport Texas 28 30% + 2% Wheeling & Lake Erie........ 28 25% —2% 9-18 —5 
General Asphalt 67 72% +5% Wabash A 74 744+ % 612 —5% 
2 eee 69 55 —14 Pere Marquette .................... 82 108% +26% 5-1 +40Y% 
Interborough 50 434, — 6% Manhattan Ry. Mod. Guar. 59 50 —9 6-5 — 2% 
Kelly Springfield .......................0 14 10% — 3% Fisk 19 17%4—1% 612 +2 
Lima Loco (2 shares) ................ 114 118 4 C. & O. 121 169: +4854 5-15 +445% 
Manhattan El. Supply ................ 53 514 —1% Shubert Theatre .................. 63 624 — % 10-9 + % 
Moto Meter 41 35% — 5% Kansas City Southern ........ a4 42% —1% 9-4 +4 
National Biscuit ........................ 96 93% — 2% Southern Pactite .................. 104 107 + 3 7-3 + 5% 
Phila. & Reading C.& I. (2sh.) 75 40% +1% Reading Company ................ 8% 8% +2% 65 — 9% 
Pittsburgh Coal 32% 40% + 8% Se 30 37% +7% 5-22 — & 
Postum 95 97 +2 American Loco. .................. 99 104% +4+5% 1023 + 3% 
Savage Arms . 7% B% + % Great Northern ................... 72%, 77% +4% 5-22 +4% 
Southern Dairies Cl. A ............. 42%4 —3% Gen. Outdoor Adv. Cl. A... 52 53% + 1% 10-16 5 
Southern Dairies Cl. B .............. 23 20%, — 2Y% Gen. Outdoor Adv. com. .... 33 344%+1% 10-16 + 3% 
Third Ave. Ry. 39 354 — 3% Bangor & Aroostook .......... 39 42% +34 424 +7% 
Universal Pipe 24 194 —4yY% Gt. Western pfd. ................ 22 24% +2% 626 + 6% 
Universal Pipe pfd. .................... 72 69 —3 Nat. Cloak & Suit pfd........ 72 66 —6 9-4 —3 
U. S. Steel 122 138% +16% Atchison 130 15234 +223, 4-24 + 6% 
Warner Cl. A 67 454% —21% Colorado & Southern .......... 67 8914 +22%2 9-25 +44% 
EE IIE cis sasceucueeahnoeiands 34 283% — 5% Norfolk Southern ................ 42 37 —5 9-11 + &% 

1,837%4 1,81474%4, —22% 1,91214 2,061% +148% 

*October 30. Position changed in August. 
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The Best Stocks to Buy 


@ THE FINANCIAL WorLD has been pointing out that 
stocks should not be bought or sold because the ‘“‘mar- 


ket” is going up or down but because the individual 
stocks are undervalued or overvalued ; 


eet 


SOU ans 


future value. 





@ To determine whether a stock is undervalued or over- 


valued is impossible 


in some instances, difficult in 


others but relatively simple where adequate current 
information is available; 


€ Commitments should be based on a sound appraisal 
of current value and an intelligent forecast of probable 


ally discussed in the following article. 


N an article on page 605 Mr. Guenther 
I again drives home the very important 

thought that a stock should not be 
bought or sold because the individual 
thinks the “market” is going up or down 
but because of the status of the particular 
stock. 


It is easy enough to say buy undervalued 
stocks and sell overvalued ones. It is 
much more difficult to select the specific 
ones which are either overvalued or under- 
valued. Under existing conditions in this 
country there is no prospect of any funda- 
mental development adversely affecting the 
price level of all securities. There are 
prospects of individual developments which 
will favorably affect some and adversely 
affect others. 


Avoid Motors for Present 


Perhaps a brief discussion of some of 
the more prominent companies will give a 
clearer view than an equal amount of ab- 
stract reasoning. Let us take General 
Motors, the outstanding success in the mo- 
tor industry. The stock at current price 
levels is not high compared to indicated 
earnings of somewhat more than $20 per 
share in 1926. But when we come to the 
important factor of probable future earn- 
ings we find that the productive capacity 
of the motor industry has been greatly 
increased during the current year, that 
many volume producers have been cutting 
prices and increasing the number of 
models, that October output promises to 
fall substantially below that of a year ago 
and that unusually large appropriations for 
1927 advertising are being made. Certain- 
ly all this indicates a further narrowing of 
the profit margin with no great prospect 
of any increase in volume or operating 
economies to offset. Therefore it appears 
wise to avoid the motor stocks for the 
present. 


On the other hand we have U. S. Steel, 
which will earn near to $18 per share in 
1926. Here there is a prospect for a 25 
per cent stock dividend in 1927 and main- 
tenance of the $7 rate on the increased 
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By FREDERICK HANSSEN 


stock, as the 1926 earnings would be about 
twice that dividend rate after a 25 per cent 
stock increase. Yet U. S. Steel, selling at 
$140 and assuming a 25 per cent increase in 
the dividend, would yield about 6 per cent 
and earn about 12%% per cent on its cur- 
rent price. With no current prospect of 
any important decline in its operations the 
stock cannot be regarded as overvalued. 

The two stocks discussed give frequent 
and full data concerning their operations. 
When it comes to a situation like Allied 
Chemical & Dye, which obviously is con- 
cealing its true earning power by heavy 
reserve charges and reports but once a year 
there is no known way of arriving at what 
the stock is worth. When it comes to 
stocks like American Can or Continental 
Can, where no interim earning reports are 
available, trade reports must be studied. 
These indicate somewhat higher tinplate 
prices (adversely affecting costs) and pos- 
sibly somewhat lower output because of 
overproduction in the canning industry. 
But nothing very definite is possible. 


In the oil industry frequent general re- 
ports as to production and consumption are 
available. But it is at all times possible 
for an individual company to open a new 
pool and greatly increase its earnings at 
the expense of the industry as a whole, 
and the increased output results in lower 
prices for crude and refined. That appears 
to be what is happening there now. For 
this reason the oil stocks as a group do 
not appear attractive. 


Low-Cost Coppers Attractive 


On the other hand in the copper industry 
the recent formation of Copper Exporters, 
Inc., may result in stabilization of copper 
metal prices somewhat above current quo- 
tations. Here we find low-cost producers 
like Kennecott, Cerro de Pasco and Chile 
returning a good current yield with pros- 
pects of larger dividend payments. 

It is, of course, when we come to the 
railroad and public utility companies that 
the most adequate information becomes 
available. This is particularly true of the 


Stocks measuring up to this important test are individu- 


railroads which report their earnings every 
month, their car loadings every week and 
make frequent detailed reports as to their 
physical condition and operating efficiency. 

It can be accepted as a fundamental that 
give any railroad traffic enough and it 
will be able to show satisfactory net earn- 
ings. It is possible to determine the ratio 
of earnings to market price and to make a 
pretty accurate estimate as to probable 
future net earnings in the case of the rail- 
roads. When to these estimates we add a 
general survey of the country to determine 
which territory offers the greatest prob- 
ability of future traffic growth from present 
levels we have nearly all the important 
factors required to make possible intelli- 
gent commitments in the railroad securities. 


Selected Rail Stocks 


On the prospect that in the southeast we 
have witnessed a peak in traffic whilst in 
the northwest all the troubles are behind 
us it is obvious that on this basis the 
greatest gains in traffic from present levels 
are more likely to occur in the northwest. 
When we go further and examine into the 
price level of the securities we again find 
them low in the northwest and higher in 
the southeast. Thus in certain railroad 
stocks it is possible on a very clearly de- 
fined basis to pick out first, stocks that are 
undervalued at present ; second, those which 
face the probability of increasing their net 
earnings and thus making them even more 
undervalued compared to current prices, 
and third, being in position to watch de- 
velopments from month to month to check 
up on the forecast made and to make any 
necessary changes should unforeseen events 
take place requiring them. For the pur- 
pose of the average investor I can do no 
better than recommend a diversified com- 
mitment in the railroad stocks recommended 
in the last bargain list, namely: Baltimore 
& Ohio, Northern Pacific, Great Northern, 
pfd. Union Pacific, New York Central, 
Missouri, Kansas & Texas, pfd., Wabash 
pid. A, Southern Pacific, Delaware & Hud- 

(Please turn to page 629) 
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September Rail Earning 
—September Net— Inc. —Nine Months’ Net— Inc. 
(000’s omitted ) or (000’s omitted ) or 
1926 1925 Dec. 1926 1925 Dec. 
Railroad $ $ % $ $ %o 
Alabama Great Southern ............... 300 308 a 2 1,980 1,976 + 0.2 
Ann Arbor .... 127 99 + 28 687 772 — ll 
Atlanta, Birmingham & Atlantic... 32 45 — 29 139 63 +117 
Atlantic Coast Line ................. 719 1,752 — §9 13,568 15,087 — 10 
Atchison, Topeka & Santa Fe.......... 8,410 6,048 + 39 44,273 31,212 + 35 
Baltimore 8 Obi nccsennnnnnnsnssnnnn 5,408 4,803 + 12 37,580 29,660 + 26 
Bangor & Aroostook ..............-+-0+-- 215 158 + 36 1,300 1,278 s.-9 
Boston & Maine ................ ale 1,251 1,488 — 16 10,105 8,725 + 15 
Buffalo, Rochester & Pittsburgh .... 315 286 + 10 2,449 1,659 + 47 
Canadian National System ............ 4,915 3,940 + 24 25,743 12,326 +108 
CI, IE ccc cscnserereesesnnes 6,449 6,268 + 2 28,632 21,636 + 32 
Central of Georgia .......................... 717 670 +. 7 4,331 3,718 + 16 
Central of New Jersey... 1,164 728 + 59 7,922 7,280 + 8 
Chesapeake & Ohio ................--+--- 3,633 2,908 + 25 20,541 22,288 + 8 
Cie. & Altes ——........... es 371 479 — 2 2,498 3,132 — 20 
Chic., Burlington & Quincy............ 3,557 3,615 ma J 21,263 19,431 + 9 
Chic. & Eastern Illinois .................. 476 323 + 47 1,446 1,055 + 37 
Chic, Great. Western —............. 372 473 a 1,832 1,242 + 47 
Chic., Indianapolis & Louisville...... 325 313 + 3 2,183 1,921 + 13 
Chic., Milwaukee & St. Paul ........ 3,243 3,428 — § 12,503 9,632 + 29 
Chic. & Northwestern .................... 3,095 3,109 — $4 18,052 15,631 + 15 
Chic., Rock Island & Pacific .......... 2,728 2,400 + 13 15,435 11,378 + 35 
Chic., St. Paul, Minn. & Omaha.... 434 471 — 7 2,034 2,259 — 9 
Cleve., C. C. & St. Louis (Big “4’’) 1,999 2,022 — 1 13,416 13,269 + 1 
Clinchfield 367 348 + 5 2,664 2,480 + 7 
Colorado & Southern System............ 710 655 + 8 4,207 3,183 + 32 
Delaware & Hudson .......02020.......-.-- 1,271 523 +-130 7,839 6,988 + 12 
| Delaware, Lackawanna & Western 1,996 815 +144 13,977 12,203 + 14 
Denver & Rio Grande Western.... 1,006 885 + 13 5,569 4,525 + 23 
Detroit & Mackinac ....................... 31 20 + 55 99 129 — 23 
Detroit, Toledo & Ironton ............ 185 358 — 48 1,852 2,430 — 3l 
Erie System a 2,883 2,447 + 17 12,375 13,756 — 10 
; Florida East Coast 302 424 — 2B 4,135 4,195 am J 
OES OS EEE 5,007 4,334 + 15 18,764 16,410 + 14 
; oo a & E  eennnaneneennes 416 411 + 1 2,873 3,307 — 13 
' Gulf, Mobile & Northern ................ 143 154 — 7 1,024 986 + 3 
Hocking Valley —......................... 376 251 + 49 3,279 2,458 + 33 
t Hudson & Manhattan .......0....-ese-e--- 488 470 +. 3 4,454 4,244 + 4 
. Illinois Central System .................. 2,937 2,957 — 0.6 21,341 21,060 + 1 
International-Great Northern. ........ 378 354 + 7 1,628 1,405 + 15 
Kansas City Southern ...................--- 538 527 4+ 2 4,569 3,754 + 21 
ESE OE 1,464 585 +150 19,459 10,852 — 3 
Louisville & Nashville .................... 2,420 2,826 — 14 20,754 19,171 + 9 
€ Maine Central — 340 267 + 7 2,189 2,261 — 3 
n Michigan Central és 2,325 2,569 — 9 18,030 17,798 + 1 
4 Minneapolis & St. Louis ...... Sas 166 289 — 42 (def) 44 (def) 171 + .... 
Minn., St. Paul & S. S. Marie Sys. 1,182 1,981 — 40 4,684 ; — 20 
e€ Missouri-Kansas-Texas ..............----- 1,679 1,564 4+. 7 3,764 3,713 + 1 
s | 2,231 1,988 + 12 14,565 12,439 + 17 
t. a’ | een 359 447 — $9 2,545 2,654 — 4 
f Nashville, Chattanooga & St. Louis 337 378 ~~ 36 2,845 2,570 + 10 
New York Central .................:..... 7,779 7,702 + 1 55,273 51,919 + 6 
d New York, Chicago & St. Louis.... 933 1,225 i 7,363 7,842 on 
in N. Y., New Haven & Hartford........ 2,472 2,406 + 2 17,279 16,813 + 2 
d N. Y., Ontario & Western ........... 159 97 + 64 1,701 1,560 + 9 
a arte: Somes ........................... 139 130 + 7 1,364 968 + 40 
; Norfolk & Western ..............---:c0c0-0++ 3,945 3,670 + 7 29,430 22,011 + 33 
re Northern Pacific .................---:scss-0 3,432 3,703 a 15,600 12,590 + 23 
sh Pennsylvania 12,330 11,214 + 9 77,078 71,113 + 8 
et Pers Maraueite ............................ 1,125 997 + 12 7,208 5,763 + 25 
- Pittsburgh & Lake Erie .................. 914 663 + 37 6,640 6,334 + 4 
Pittsburgh & West Virginia ............ 287 204 + 40 1,917 1,515 + 26 
Sy Reading 2,239 1,664 + 34 14,985 51,563 — 3 
e- Rutland oe 103 118 — 12 728 613 + 18 
“k St. Louis-San Francisco ................-. 1,103 981 + 12 5,374 4,790 + 12 
. St. Louis Southwestern System...... 528 548 — 3 3,024 2,975 + 1 
, Seaboard Air Line ccscccccceee- 1,117 1,090 ran 8,536 7747 + 10 
ts ee aC 7,785 7,178 + 8 38,699 31,526 + 22 
a Southern Railway System .............. 5,095 5,211 — 2 35,030 34,372 + 1 
n0 Texas & Pacific 741 885 — 16 3,857 3,716 + 3 
. Union Pacific .... 7,593 6,878 + 14 28,026 24,306 + 15 
Virginian Railway 1,127 749 + 50 7,393 4,396 + 68 
ed i soca deeseins 1,461 1,473 —08 10,522 10,210 as 
re Western Maryland .....0......-.-.ccec-ce0 571 514 + 11 4,154 3,577 + 16 
n, fs he aera 554 483 + 14 1,787 1,389 + 28 
of Wheeling & Lake Erie .................... 483 451 + 7 3,400 3,130 + 8 
sh 
id- 
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Can Union Carbide Pay More? 






OES the present market price of 
D Union Carbide and Carbon fully 

discount the improving earnings po- 
sition of that stock? From a low for the 
year of 78 the shares have steadily appre- 
ciated in price until now they, are selling 
at about their high point for 1926. What 
is the outlook as regards further increases 
in the market value of this stock? 


The Union Carbide & Carbon Company, 
which was organized in 1917, is a holding 
company owning all of the common stock 
of 24 separate organizations. The com- 
pany and its subsidiaries operate 110 plants 
throughout the United States, Canada and 
Norway, comprising some 1,300 buildings. 
It maintains 116 district and sales offices 
and has a world-wide warehousing system 
consisting of some 562 buildings. In addi- 
tion there is maintained an export depart- 
ment for the sale of the company’s prod- 
ucts into the different countries through- 
out the world. 


Important Subsidiaries 


The company constitutes the most ex- 
tensive organization in the field. One ot 
its most widely known products is calcium 
carbide, which is used for the production 
of acetylene gas. This gas is finding in- 
creasing use in welding, the cutting of 
metals and for other industrial purposes. 
Dissolved acetylene is sold in cylinders by 
the Prest-O-Lite Company, which organiza- 
tion also manufactures and sells electric 
storage batteries. A number of hydro- 
electric carbon products are manufactured 
collaterally by the National Carbon Com- 
pany. These include flashlight and radio 
batteries, electrodes and carbon specialties. 
This subsidiary has recently acquired the 
Manhattan Electrical Supply Company. 


Each of the subsidiary companies has its 
own research laboratory, and in addition 
a central research laboratory is maintained 
at Long Island City, New York, where 
hundreds of workers are employed in co- 
ordinated research as well as pure re- 
search. 


The experiments conducted in those lab- 
oratories and the results obtained, serve as 


608. 


@ Union Carbide & Carbon has shown a consistent ex- 
pansion and growth of earnings; the stock has ap- 
preciated in market price and at the present time it 
is quoted at its high point for all time; 


@ The company presents an integrated and well-rounded 


organization. 


basis for future uses for the company’s 
products and consequently increased prof- 
its, 


Excellent Financial Position 


Union Carbide & Carbon’s financial posi- 
tion is excellent. As of December 31, 
1925 the balance sheet disclosed a current 
ratio of better than 4% to 1, with net 
working capital of $47,039,026. Accounting 
procedure is most conservative, probably 
too much so, In the past five years the 
depreciation reserve account has grown 
from $11,733,000 to $27,654,000. In 1925 
the item “Patents, Power Leaseholds, etc.” 
was written down from $36,055,672 to the 
nominal sum of one dollar, by reducing the 
surplus account, which now stands at more 
than $53,000,000. In view of the fact that 
the company owns, directly or through its 
subsidiaries, over a hundred plants and 
more than five hundred other buildings 
throughout the world, it is probable that the 
balance sheet valuation of property and 
leaseholds at the sum of $158,553,543 is en- 
tirely too modest. 


At the end of last year net tangible 
assets applicable to the common stock 
amounted to $60.80 per share, and this fig- 
ure is probably larger at the present time. 

The company’s capital structure is satis- 
factory. Union Carbide & Carbon itself 
has no funded debt, but subsidiary bonds 
and mortgages are outstanding at the 
amount of nearly $14,000,000. Subsidiary 
preferred stock in the hands of the public 
amounts to $6,471,000. The parent com- 
pany has but one class of securities, capital 
stock of no par value which totals 2,659,- 
733 shares. 


Consistent Growth 


Although 1922 was the first full year for 
which the company made public a report 
of operations, earnings from that year un- 
til the present time have shown a consistent 
growth. Earnings per share of common 
stock for that year amounted to $4.10. For 
1925 it was reported that earnings approxi- 


mated $7.63 per share. 
The three months ended September 30, 


Its financial position is excellent, and 
both current profits and future outlook strongly suggest an up- 
ward revision of the dividend rate; 


@ Have all of these factors been discounted by the present price 
of the shares? 


1926 are reported to constitute the best 
quarter in the history of the company, when 
profits of $2.48 per share were shown. 
But it must be remembered that in the 
years that data are available the third 
quarter has normally been the company’s 
best one. For the first nine months of 
the current year earnings of $6.26 were 
reported as compared to $4.72 for the cor- 
responding period of a year ago. Applying 
this increase of 32.5 per cent to earnings 
for the final period of 1925 we arrive at 
approximately $1.80 as being the figure 
which will probably be shown for the 
fourth quarter of the present year. On the 
basis of this latter figure and the earnings 
which have been reported thus far this 
year we would expect Union Carbide & 
Carbon to report approximately about $8 
for the full year. 

Estimated earnings of about $8 and the 
present dividend rate of $5 would not alone 
justify the present price of about 95% 
for the stock unless some other develop- 
ment appeared in the offing. This additional 
factor is furnished by the probability of 
the directors placing the stock on a % 
dividend basis at their forthcoming meet- 
ing. 

Is Stock Attractive? 


Although we would not go so far as to 
say that the stock will not see somewhat 
higher levels, it would appear that indi- 
cated 1926 earnings and the probability of 
a change in the dividend rate have both 
been fully discounted by the current quo- 
tations for the shares. On the basis of 
actual investment merit it would seem that 
a sound rail stock such as St. Louis-San 
Francisco common, selling at approxi- 
mately the same level, on a $7 dividend 
basis and earning at the rate of $15 per 
share presents better possibilities over a 
period of time. Assuming that the $6 rate 
for Union Carbide & Carbon materializes, 
at present prices the issue would yield but 
6.30 per cent as compared with 7.32 for 
Frisco, an increase in income return of 
16.18 per cent. 
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The Northwestern Merger Stocks 


@ It is generally conceded to be but a matter 


of time before Great Northern, Northern 
Pacific and Chicago, Burlington & Quincy 
are merged to form a single system; a 
petition asking authority for such action is 
before the Interstate Commerce Commis- 


sion at the present time; 


@ The probable plan of unification is herein 
outlined, and on the basis of estimated 1926 
earnings of the component units the share 
earnings of the stock of the new system are 


arrived at; 





@ What is the future outlook for Great Northern and Northern Pacific 
shares? Which stock appears to be the more attractive? 


HE average speculator, and investor 

too, for that matter, operates on a 

basis which, when analyzed, appears 
to be rather peculiar. He will listen to the 
glowing prophecies of promoters who are 
peddling wild cat schemes, and expect the 
future to return him huge profits from new 
and untried enterprises. But in the case of 
an enterprise emerging from depression 
and apparently definitely on an upward 
trend, he can see only the past with its 
darkest moments. 


Southern Railway, a road with proven 
earning power, encountered adverse earn- 
ings in the post-war period, and in 1921 its 
stock had dropped to a low of 173%. Dur- 
ing the next year, when it appeared definite 
that the worst had been passed and brighter 
prospects lay ahead, Southern shares could 
have been picked up almost at any time for 
around $22. Since that time the road’s im- 
provement has been remarkable, and this 
year the stock sold as high as 131%, a 
record high for all time. 


Another Southern Railway? 


Will the stocks of Great Northern and 
Northern Pacific parallel the performance 
of Southern Railway? Following a period 
of more or less unsatisfactory earnings 
these two roads in 1922 reduced the divi- 
dend rates on their stocks from 7 per cent 
to 5 per cent, which rate of payment is in 
force at the present time. Both the terri- 
tory which the lines serve and the roads 
themselves have been making very marked 
progress in the past year or so and all in- 
dications are that their worst period is 
definitely behind them. It is true that the 
stocks have had a market appreciation of 
about 50 per cent over their 1924 lows, 
but even at present prices do they even yet 
fully discount the future? 

In addition to improving conditions in 
the Northwest territory and growing traffic 
and earnings, Northern Pacific and Great 
Northern both present very well defined 
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merger prospects. A petition already has 
been filed with the Interstate Commerce 
Commission asking that those two roads 
and the jointly controlled Chicago, Burl- 
ington & Quincy be joined into a single 
system, Let us examine into the two roads 
whose stocks are available and then see 
just what the consummation of such a 
merger would mean to the owners of those 
shares, The two lines roughly parallel each 
other, extending from Duluth and Minne- 
apolis to the Pacific Coast. Connection 
with the Burlington gives the roads an 
entrance into Chicago, Kansas City, Den- 
ver, and an outlet to the Gulf. 
Serving Same Territory 

The two roads themselves serve the 
Northwest territory, and it is common 
knowledge that this section of the country 
has only begun to develop. The next few 
years will probably see an industrial growth 
in this territory, following the develop- 
ment of water power in the Columbia 
River Basin. A natural result would be 
the influx of manufacturing establishments, 
notably paper mills, electric power, tanning 
and leather and the refining of ores. The 
region already possesses a vast amount of 
natural resources, particularly agricultural, 
lumbering and mining, and is capable of 
supporting a much larger population. The 
roads pass through a very fertile spring 
wheat belt and tap the lumber resources of 
Washington, Minnesota, Montana, Idaho 
and Wisconsin. Those states produce 
about one-quarter of the entire lumber out- 
put of the entire country. 

It is estimated that 1926 results will show 
earnings of about $9.50 per share of Great 
Northern stock and about $8.50 per share 
of Northern Pacific, The latter road fol- 
lows a more liberal policy of expenditures 
for maintenance and depreciation charges, 
than does the management of Great North- 
ern, else the share earnings of the two 
lines would more closely correspond. Last 
year profits amounted to $8.61 per share of 


Great Northern and $7.24 per share of 
Northern Pacific. 

In the event of a merger of Great 
Northern, Northern Pacific and Burlington 
one of the first things to expect would be 
the acquisition of the remaining three per 
cent of the outstanding stock of Burling- 
ton. This road would, in turn, probably 
guarantee dividends on or offer to purchase 
the 74,000 shares of Colorado & Southern 
stock which it or Northern Pacific do-not 
at present own. Incidentally this places 
Colorado & Southern in a very good spec- 
ulative position at this time. 

The two Northwest lines already own 
the entire $40,000,000 of capital stock of 
the Spokane, Portland & Seattle Railway 
Company, and consequently the new system 
would consist of Northern Pacific, Great 
Northern, Chicago, Burlington & Quincy, 
Colorado & Southern, and Spokane, Port- 
land & Seattle. 


Owns Valuable Properties 


Northern Pacific also owns the entire 
capital stock of the Northwestern Improve- 
ment Company, which it carries on its 
books at $6,775,000, although the par value 
is $24,800,000. This company was informed 
in 1897 to acquire certain outside properties 
of the Northern Pacific, and now owns a 
substantial amount of securities, including 
about $12,000,000 in Government obliga- 
tions. Among its properties are coal mines 
and ore lands, both developed and unde- 
veloped. The real value of the North- 
western Improvement Company is unas- 
certainable, but is undoubtedly substantially 
greater than the amount represented by its 
capital stock. 

This brings up a very interesting point 
in connection with Northern Pacific’s stock. 
Before a merger of the three roads, North- 
western Improvement Company stock will 
undoubtedly be distributed to Northern 
Pacific stockholders. As there exists $24,- 
800,000 of this stock as compared to $248,- 


(Please turn to page 624) 
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HAT the skies are clearing in Eu- 
rope as regards the business and 
economic outlook has been held for 
some time by THE FINANCIAL WORLD. 


tabulation; 


future; 





You Buying Foreign Bonds ? 


@ Five months ago THE FINANCIAL WORLD pub- 
lished a list of twenty-one foreign bond recom- 
mendations. How the purchaser of these issues 
has profited is shown by the accompanying 


The appreciation of the market price of this 
group of securities is a reflection of the Amer- 
ican investors’ growing confidence in Europe’s 


It is to be expected that sound foreign issues 
will not sell long at prices which are indicative 
of apprehension concerning the future, but that 
selected bonds will soon be quoted at their true 


investment level. 


The American investor in foreign securities 
is beginning to appreciate the true invest- 
ment value of this group and now it is no 
longer necessary for our neighbors across 

















Twenty-five Selected Foreign Bonds 
Moody’s Approx. Callable 
Rating Issue Price Yield Features 
Semi-S peculative 
A Anton Jurgens 6s, 1947 (conv).. 107 flat 105 in ’28 (8) 
Baa Fried Krupp 7s, 1929 (Dec.).... 99 7.35 102 
Baa Hungarian Cons. Municipal Loan 
(OX. . Reece 98 7.70 102 in ’30 
Baa Leonhard Tietz 7%s, 1946 (stock 
rights attached) ~.................. 10454 7.08 105 in ’31 
Baa Rudolph Karstadt 7s, 1930 (Oct.), 
(Stock rights attached) ........ 98 7.56 103 to 
10/1/27 (de- 
creasing ) 
Long Term 
Aa Japanese Govt. 6%s, 1954 ........ 9834 6.60 100 in ’39 (1) 
Aa Oriental Development 6s, 1953 
CO A! 5 een 92 6.64 N.C. 
Aa Oslo (City of) 5%s, 1946 ....... 9614 5.79 100 in 31 (5) 
A Sao Paulo, State of 7s, 1956 .... 9634. 7.26 102 in ’36 (4) 
A Toho Electric Power 7s, 1955.... 955% 7.36 100 _ 
A Rhine-Main-Danube 7s, 1950... 102% 6.80 105 in’30 (7) 
A Electric Power Corp. (Ger- 
many) 6% 1950 .................... 9434 6.95 100 __ 
A German Cons, Mun. 7s, 1947 .... 99% 7.06 102 in 31 (6) 
A Great Cons. Electric Power 
(Japan) 6%s, 1950 ............ 8714 7.64 100 (7) 
A Tokyo (City of) Sterling 5s, 
RRR arene Rice 75 *7.12 (2) 
A Saxon Pub Wks 6%s, 1951 .... 95 6.92 100 
Medium Term 
Aaa Norway (Kingdom of) 6s, 1944 101% 5.89 100 in ’30 (3) 
A Czecho Slovak Rep. 7%s, 1945 
payable at 105 .................--.. 6 10134 7.42 105 
A Bremen (State of) 7s, 1935 ... 1003 6.94 N.C 
A Saxon Public Works 7s, 1945.. : 
fo oy ener 100 7.00 105 in ’30 
A Framerican Indus. Develop. 
74s, 1942 9614 7.92 110 after 
Short Term 1/1/27 
Aa Industrial Bank of Japan 6s, 
Aug. 1927 (Govt. gtd.) ... 100 6.00 100 
A Bavaria (State of) Serial 6%s, 
| 5 Sones 100% 6.25 N. C. 
99 6.95 
A Tokio Electric Light Co. 6s, 
NI, SE Scssinsticcibiisteseienkenaitile 98 7.10 100 
A Toho Electric Power Co. 6s, 
2. RRR Ce TE 9814 6.56 100 
*Approximate yield figures to 97-20 as parity. (1) or for S/F now 
by purchase or call. (2) S/F purchases or redemptions not over par. 
(3) S/F only—not as a whole. (4) or for S/F now by purchase or call 
at 100. (5) or for S/F by purchase or drawings not over par after 1927. 
(6) or for S/F now by purchase or call not over par. (7) or for 
S/F now by purchase or call not over 102%. (8) or for S/F after 1928 
at par. 
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the sea to offcer an interest reurn of from 
734 per cent to 8% per cent in order to 
assure the success of the loan. Many 
issues which were marketed at a large 
discount a year or so ago are now selling 
at par or above, and the yield obtainable 
on purchases made at current price levels 
shows a considerable decrease over that 
afforded some months ago. 


In the May 8, 1926, issue of Tue Fr- 
NANCIAL Wor p there appeared a list of 
twenty-one selected foreign bond recom- 
mendations. Of those bonds only one has 
shown a decline in prices, and that one 
issue has reacted the negligible amount of 
three-eighths of a point. One issue has 
shown no change and the remainder of the 
list has enjoyed very substantial rises. 
State of Bavaria 614s of 1927 have appre- 
ciated only one-eighth of a point, but it 
must be remembered that those bonds 
constitute a short-term issue, artificially 
held down in price by a maturity date 
which is close at hand. The appreciation 
in the price of the other issues amounts to 
from 2% points in the case of the De- 
partment of Antioquia 7’s of 1945 to 21% 
points for the German General Electric 
61%4’s of 1940 with stock rights attached. 


This change in the price level of for- 
eign bonds is a reflection of the growing 
confidence of the American investor in 
the ultimate outcome of the situation in 
Europe generally. Indications are that this 
group of obligations will not long continue 
to be quoted at prices which reflect appre- 
hension over possible difficulties abroad. 
Rather than that we should expect to see 
these issues appreciate to a level which 
would be justified by their inherent invest- 
ment values. 


Back to Pre-War Basis 
Out of the chaos of post-war inflation 
has come a Europe which is eager to re- 
establish itself on the credit basis which 
it enjoyed before the great conflict. One 


of the most recent of the developments 
which are indicative of a genuine effort 
to regain the regard of the remainder of 
the world is the Belgian stabilization loan 
and the establishment of a new parity for 
(Please turn to page 617) 
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The Position of the Coal Stocks 


& 


Unusual activity of the coal shares predicated upon 
boom in bituminous industry brought on by British 


strike; 


these developments? 


RE we to include the coal stocks 
A among the general classification 

of “feast or famine” stocks? It 
was only a short time ago that the se- 
curities representing the industry were 
smarting under the influence of our 
coal strike with depressed prices. Ordi- 
nary reasoning would tell us that the 
strike could not maintain indefinitely 
and that the conditions attendant be- 
cause of the unsettled conditions were 
subject to remedy. This has proved to 
be true and from one extreme we find 
a reversal that has been accentuated by 
the coal strike abroad that has created 
an increased demand that in turn will 
reflect itself in improved earnings for 
many of the companies. The recent 
activity and strength of the coal stocks 


has been predicated on these develop- 
ments. 


Outlook Doubtful 


Looking back, it is evident that 
in the unfavorable periods the stocks 
were obtainable at attractive levels which 
have been appreciated to levels propor- 
tionate to earnings. The profits which 
will likely accrue because of the British 
strike will tend to establish a favorable 
basis of comparison between the per 
share earnings and the price of the 
stocks. Can the stocks be considered 
attractive purchases at these levels when 
the outlook in the industry does not in- 
dicate a prolonged continuation of these 
favorable conditions? What is the out- 
look? 


Under the stress of strike conditions 
last year the earnings of the coal com- 
panies were not what could be con- 
sidered good. The companies that did 
not report deficits failed of duplicating 
past normal performances and by the 
showing did not justify prices of the 
stocks. Then came the British strike. 
It has had a lingering life of six months 
to date. True enough the public, and 
strikers too, are wearying of it and the 
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Is this the time to consider making purchases of stock 
in this industry or have the present prices discounted 


How long will strike conditions continue to influence 
production schedules in this country? 


Do earnings justify present prices of the stocks? 
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time is coming closer when final adjust- 
ment will have to be made. The ob- 
stinacy of both parties to the strike has 
brought on disastrous mental and eco- 
nomic conditions abroad. The drift back of 
miners to their work is gaining headway 
and the pressure being brought to bear 
on the strike leaders is bearing fruit be- 
cause of their weakening influence. It 
is not to be expected, however, that 
should a settlement be reached in the 
near future that conditions will not im- 
mediately right themselves. It is going 
to take time in readjustment after this 
prolonged unsettlement. Coal reserves 
are exhausted with the approach of the 
cold season. With only one-tenth of 
normal production the depleted reserves 
will need replenishment and from that 
standpoint the demands made upon 
American production will allow many 
of the high cost producers operating at 
a profit. To do so there must be ex- 
traordinary demands. Our productive 
capacity of bituminous coal far ex- 
ceeds the local demand and unless such 
conditions, as are now prevalent, exist 
production cannot be maintained at a 
profitable rate. 


The Labor Situation 


Then again, there is our own labor 
situation to give consideration to. The 
agreements which run out early next 
year confront the unionized field opera- 
tors and the questions to be decided are 
not alone to determine the strength of 
the union leaders but to arrive at an 
equitable settlement that will allow for 
profitable operation and at the same 
time satisfactorily meet the demands of 
the miners. Whether or not a lesson 
has been taught by the experiences of 
the British miner remains to be seen at 
that time. A lapse in or suspended oper- 
ations will award benefits to the non- 
unionized and anthracite fields, and so 
revolves the troubles of the industry. 









































There are four general classifications 
that can be made of the coal stocks. 
Those of the unionized fields are one 
and the non-unionized fields are an- 
other offering different problems and 
advantages. The anthracite producers 
are another group and to complete the 
division the merchandisers and distrib- 
utors make up the last section. 


Few Stocks Justify Prices 


Of the stocks listed on the New York 
Stock Exchange there ‘are few that 
justify market prices by the current re- 
ports of earnings or the prospects for 
the future. Elk Horn Coal is selling for 
$15 a share having reported nil earn- 
ings for the years 1924 and 1925 and 
for the first seven months of this year. 
Pittsburgh Coal commands a price of 
$40 a share with all earnings reported 
for 1925 and with no report of a de- 
cided improvement for this year. Pitts- 
burgh Terminal Coal sells for $51 a 
share with only 59 cents a share earned 
in 1925 and for the first six months of 
1926 the company reported nil earnings. 
Pennsylvania Coal & Coke with nil earn- 
ings for the past two years and without 
an earned profit for the stock for the 
first nine months of this year is sell- 
ing for $18 a share. Philadelphia Read- 
ing Coal & Iron sells for $44 a share 
having reported nothing earned since 
1924 when 73 a share was shown. Con- 
solidation Coal at $43 a share shows no 
earnings credited to the common stock 
for the past two years. Because of the 
scant earnings there are no dividends 
being paid by any of these companies. 

Nor is it. expected that because of the 
improvement recently that earnings will 
find their way to stockholders through the 
medium of dividends. If they do, it will 
not suggest permanency and the reaction 
will be the more severe when it comes. 

Among the dividend payers the picture 

(Please turn to page 619) 
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These reviews written as of Friday immediately preceding date of this issue 
The ratings used in this department are taken from Guenther’s Appraisal of Listed Stocks 





Miscellaneous Industrials 


Allis Chalmers— 
Rating “A” 

Allis Chalmers reports $2.47 a share 
earned in the third quarter of 1926, com- 
pared with $2.09 a share in the same 
quarter of the previous year. For the first 
9 months $6.65 was earned, compared with 
$6.35 in the previous year. The company 
continues to operate at a profit of about 
10 per cent of sales filled. 





American Loco— 
Rating “B” 

Reports were issued some time ago that 
American Loco would not be able to main- 
tain the current $8 dividend rate. These 
were officially denied and it is probable 
that the company will come very close to 
earning its dividend in the current year, 
with business not up to normal, and pros- 
pects much better for 1927. Meanwhile 
the stock continues to sell on a very at- 
tractive yield basis. 


American Water Works— 
Rating “A” 

American Water Works reports $4.56 a 
share earned on its common stock in the 
12 months ended September 30, 1926, com- 
pared with $3.62 on a smaller capitalization 
in the preceding 12 months. 


Brunswick-Balke— 
Rating “C” 

Brunswick-Balke-Collender reports $2.45 
a share earned on the common stock in the 
first 9 months of 1926, compared with loss 
of $75,000 a year ago. September sales 
were reported to have shown an increase 
of 40 per cent over a year ago. 


Burns Brothers “A”— 
Rating “B” 

Burns Brothers reports for the 6 months 
ended September 30, 1926, earnings of $4.67 
a share on the Class A stock and 67 cents 
on the Class B. This compares with $6.63 
and $2.63 in the same 6 months of the 
previous year. The company’s heavy earn- 
ing months are the following six months, 
and earnings in the September quarter last 
year were favorably affected. because of 
threat of an anthracite strike. 


Cuba Cane— 
Rating “C” 
Cuba Cane Sugar reports a loss of $1,- 
982,000 for the year ended September 30, 
1926, compared with a profit of $737,000 
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in the previous fiscal year. These poor 
earnings, of course, reflect the relatively 
low sugar prices which recently prevailed. 


duPont 
Rating “A” 


DuPont has begun publishing its earnings 
quarterly. Earnings in the third quarter 
of 1926 amounted to $9.21, compared with 
$4.74 in the third quarter of 1925. Of 
the three quarter earnings $6.62 a share 
come from dividends on General Motors 
stock owned. 


International Nickel— 
Rating “A” 


International Nickel reports 70 cents a 
share earned on its stock in the third 
quarter of 1926, compared with 76 cents a 
share in the third quarter of 1925. The 
company continues in very strong financial 
condition. 


Kennecott— . 
Rating “A” 

Kennecott has been one of the strongest 
of the copper stocks and reports are cur- 
rent that when directors méet for dividend 
action around the 15th of November, the 
rate will be increased to $5 annually. 








Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date: 


Burns Bros. A AtoB 





Publication Date of 
Guenther’s Appraisals 


The Monthly Appraisals are 
now published one week later 
than heretofore in order to be 
able to include important in- 
formation that does not come 
out until around the first of the 
month, 


Subscribers, therefore, should 
not expect their Appraisals be- 
for the 10th of the month in 
the eastern part of the United 
States. More distant points re- 
quire a few days extra. 
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Mercantile Marine— 
Rating “D” 

After selling at its low price for the 
year, International Mercantile Marine’s 
preferred stock advanced because of the 
rise in ocean freight rates brought on by 
the British coal strike. Ocean freight rates 
are now reported at the highest point since 
the war. 


Montgomery Ward— 
Rating “B” 

Montgomery Ward reports a decline in 
sales of 8.2 per cent in October, compared 
with the same month in the previous year, 
while Sears-Roebuck reports decline of 
11.6 per cent. This is the first time in 
58 months that Montgomery Ward has not 
been able to show increases over the same 
month in the past year. The company ac- 
counts for the decrease, the unusually cold 
weather a year ago which resulted in earlier 
demand for winter merchandise, with one 
less day in the current working year. 


National Cash Register— 
Rating “B” 

In the September quarter, National Cash 
Register reports earnings of $1.53 a share 
on the Class A stock if all earnings are 
applied thereto, compared with $1.72 in the 
third quarter of 1925. The company is 
showing declining earning trend thus far 
in 1926. Tue FINANcIAL WorLD recom- 
mended against this stock when it was 
first brought out. The president of the 
company reports that October results are 
the largest month’s business in the history 
of the company. 


Replogle Steel— 
Rating “C” 

Replogle Steel reports $1.06 a share after 
all charges in the first 9 months of 1926. 
Earnings in the third quarter were about 
the same as in the third quarter of 1925. 


F. G. Shattuck— 
Rating “A” 

F. G. Shattuck reports 70 cents a share 
earned in the third quarter of 1926, com- 
pared with 78 cents in the third quarter of 
1925. Decline in earnings is attributed to 
cost of expansion. 


South Porto Rico— 
Rating “B” 

Reflecting the decline in sugar prices, 
South Porto Rico reports $10.54 a share 
earned on its stock in the fiscal year ended 
September 30, 1926, compared with $14.79 
in the preceding year. 

(Please turn to page 620) 
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THE WEEK IN BONDS 
1923: 1924 


— AVERAGE 40 BONDS 


The Outlook 
for Various 
Classes 
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Bonds 
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HE review of the bond market in the 

October 30th issue can readily be 

applied to the market for the past 
week as the same general trends have been 
in evidence, and .the factors influencing 
these trends have continued to rule the 
general price movements, The vigor of the 
upward swing has however, been greatly 
intensified. The consistency of the advance, 
the movement of the averages and the 
price changes of individual issues having 
been unequalled by any one week for a 
long time back, 

The position we have been taking toward 
Belgian and French External securities is 
thoroughly familiar to most of our sub- 
scribers. Last week the effect of the Bel- 
gian currency stabilization upon both Bel- 
gian and French obligations was outlined 
in some detail and the opinion expressed 
that the success of the Belgian policy could 
not but have a salutary effect upon French 
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By THE BOND EDITOR 


securities, We did not anticipate, however, 
that the advance would be as sharp as has 
actually taken place over the past week, 
though we did have confidence in the ulti- 
mate recovery of the various French ex- 
ternal obligations. Take the Est Railroad 
7s for instance, which up to the time of 
our going to press sold as high as 95. 
This compares with a price of 8854 a 
week ago and the price of 82 when pessi- 
mism concerning the French situation was 
so universal, at which time we recom- 
mended the French rail issues as funda- 
mentally sound if somewhat unstable in- 
vestments, Our position at that time was 
that the French railroad obligations, which 
carry the equivalent of a government guar- 
antee, were preferable from a price stand- 
point to the direct government issues, as 
they are practically indistinguishable as to 
security, and in the event of a general re- 
covery in French bonds had greater room 
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New 
Offerings 
of the 
Week 
Analyzed 


re 


for advance due to the higher yield basis 
upon which they were then selling. This 
is exactly what has taken place during the 
present upward move, and at the present 
time those who purchased these issues in 
preference to the direct government obli- 
gations have profits ranging between ten 
and fifteen points. 

The Framerican Industrial Development 
74s, now at 97, are up-six points above 
the price at which we recommended them, 
but we still believe them intrinsically un- 
derpriced and advise continued attention. 

Belgian bonds continued their advance, 
the new stabilization 7s selling as high as 
983% on a very heavy turnover. The 6s, 
64s, 7s, 714s and 8s all gained except the 
latter which remained at a price like 107%. 
At present prices, the 714s which will be 
retired at 115 and the 8s which will be 
paid off at 107%, are slightly more at- 


(Please turn to page 621) 








Name of Issue 


Consolidated Products 


Hocking Coal Co. Ist 20-yr. 6s, 1932 


Pueblo, Colorado, city paving bonds 


bers called ($1,000 denom.), 








Amer. Tube & Stamping Co. ist lien & impr. 8s, series A, 1930-35... 
Athens Railway & Electric Co. gen. & coll. tr. 8s, series A, 1936... 
Austria (Gov’t of) guar. loan 7s, 1943 
Belmont Land Co. bonds of 1922 .. 
Bledsoe County, Tenn., highway 5s, 1944 & 1954 
Calumet Gas & Electric Co. 1st & ref. 6s, ser. A, 1954 
Camaguey Electric Co. Ist 6%s, 1952 
Campbell (Wm. Z.) Land Co. ist 6%4s, 1936 
Cheyenne (City of) Wyo. curb & gutter Dist. No. 7 bonds, 1935..... 
Cities Service Co. conv. deb. 8s, series E, 1966 
Co. ist conv. 8s of 1921 
Electrical Securities Corp. coll. tr. 5s, 5th series, 1937............ 
Fidelity Storage & Warehouse Co. Ist 10-yr. 88, 1932 
General Porcelain Co. (Parkersburg, W. Va.), 1st 6s, 1936 


eee eee ree meee eee eeeeeeeeeeeses 


eee eee ewer eee rere eee er ee eeeeees 


Indiana Ave. Bldg Corp. (Chicago) 1st 7s, 1927 
Midland Counties Coal Co. Ist & ref. 6%s, series A, 1943 
Mississippi Power & Light Co. 1st & ref. 6%s, series A, 1943 
Philadelphia Electric Co. ist lien ref. 6s, 1941 
Pine Bluff Co. Ist 30-yr. 5s & 6s, 1942 
Plainville (City of), Texas, st. impr. 6s (warrants) 1927-33........ 
Saxon State Mortgage Inst. coll. tr. guar. 7s, 1945 
United Steel Works Corp. (Germany) 25-yr. 6%s, series A, 1951.... 
United Steel Works Corp. (Germany) 25-yr. 6%s, series C, 1951.... 


a-Plus a premium equal to yield 6 per cent for the unexpired term. 
c-Numbers called ($1,000 denom.), 21, 27, 65, 73, 74, 106, 133, 147, 152, 153, 166, 174, and 198, 
December 31, 1925, will be paid at 100 plus interest to date of presentation. 
be exchanged for detached warrants at time of redemption. 
to April 1, 1927, will be paid at 107% plus interest to date of payment. 
116, 118, 
j-Numbers called, 74 to 138 incl. k-Numbers called, 12 to 25 incl. 


Bonds Called This Week 


(Except in the case of entire issues called, amounts called of less than $10,000 are not included) 


Amount 
Called 


Entire 
Entire 
434,300 
Entire 
f-97,000 
Entire 
Esse eee 6 Suralevela Sain eraiiavainaiele ene Entire 
Entire 
j-65,000 
1,000,000 
Entire 
Entire 
Entire 
i-30,000 
c-13,000 
Entire 
h-56,000 
Entire 


Cr ) 


er ey 


were eee ees eeseeese 
eeeeeeee 
eeeeee 


ee 


95,600 
Entire 
k-14,000 
69,000 
31,000 
e-300,000 
e-108,008 


eee ee eer rer er eee ees eeessene 


eee eee rere eesees 


119, 162 to 169 incl., 


f-Numbers called, 1 to 97 incl. 


Call Date 
Price Payable 
a-100 Dee. 31, 1926 
a-100 Dec. 1, 1926 

100 Dec. 1, 1926 

102 Nov. 1, 1926 

100 Dec. 1, 1926 

107 Dec. 1, 1926 

g-107% Apr. 1, 1927 

101 Nov. 26, 1926 

100 Nov. 1, 1926 

b-107 Dec. 1, 1926 

115 Jan. 1, 1927 

103 Dec. 1, 1926 

105 Dec. 1, 1926 

100 Dec. 1, 1926 

105 Jan. 2, 1927 

103 Nov. 20, 1926 

102 Dec. 1, 1926 

105 Dec. 1, 1926 

107% Dec. » 1926 

106 Jan. 1, 1927 

100 Dec. 10 1926 

100 Oct. 31, 1926 

100 Dec. 1, 1926 

100 Dec. 1, 1926 

100 Dec. 1, 1926 

b-Conversion privilege ends December 1, 1926. 
d-Bonds presented prior to 

e-Unexercised non-detachable warrants will 
g-Bonds presented prior 

h-Numbers called, 3036 to 3091 incl. i-Num- 
372, 375, 382, 391 to 395 incl. 


192, 193, 363 to 370 incl., 
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HE consistent recommendations giv- 
| en in THE FINANCIAL Wor LD to the 
low cost copper producing compa; 
nies’ stocks appears well founded in that 
the great majority of them are selling 
close to their high prices of the year if 
not making new highs. Considering the 
market action of stocks for the year with 
the March and October reactions this posi- 
tion is forcibly demonstrated and the 
strength in the shares justified. There is, 
if it may be called so, an exception in 
Cerro de Pasco which at current prices 
is selling at $62 a share about 11 points 
below its high for the year. Were it not 
for the fact that Cerro is one of the larg- 
est silver producers in the world and be- 
cause of the recent slump in silver prices 
it, too, would be commanding higher 
prices than those now prevailing. If lower 
prices for silver are to offset the earnings 
of Cerro de Pasco what is the extent and 
how is it to be interpreted in the price 
of the stock? 
Effects of Silver Prices 
Cerro de Pasco has a total output of 
silver from its own production and pur- 
chased ores of about 15,000,000 ounces 
yearly. Of this amount around 7,000,000 
ounces are from its own ores. The de- 
cline in silver prices has a direct effect 
upon this latter amount. With 1,122,842 
shares of stock outstanding the company 
produces about 6 ounces of silver per 
share of stock. On this basis every de- 
cline of one cent an ounce in the price of 
silver is the equivalent of 6 cents a share 
as represented in earnings. Silver touched 
its low for the year on October 19 at 
5114 cents and is currently quoted around 
5234 cents an ounce. The average price 
of silver was about 6514 cents for the first 
9 months of this year. At the opening of 
the last quarter a price of 57 cents pre- 
vailed and with the present level main- 
taining throughout the balance of the year 
a conservative estimate would place the 
average price for the last three months at 
5344 cents. This would mean an average 
of 62% cents for the full year of 1926 
compared with 69 cents in 1925, a de- 
crease of 7 cents an ounce. On this basis 
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Stock Undervalued ? 


@ With the stock recommended in the bargain lists as low as 
$46 a share can it be considered an attractive speculation 
around the present level of $62 a share? 


« How will the slump in the price of silver affect the earnings 


of the companyr 


@ Will the increased production of copper and other metals 
offset the lower prices realized from the white metal? 


By WILLIAM J. HEALY 


the decline of 7 cents an ounce in the 
price of silver for the year would result in 
decreased earnings per share of 6 times 
that amount or 42 cents. 

Offsetting this is the increased produc- 
tion of copper for the year which should 
amount to 85,000,000 pounds as compared 
with 79,000,000 pounds in 1925. The in- 
creased revenues from the additional 6,- 
000,000 pounds produced are outside of 
the consideration of realizing higher prices 
for the red metal. The recent formation 
of the Copper Exporters Inc., should have 
far-reaching effects in bringing this about. 
At this rate of production each cent in- 
crease in the price of copper would mean 
$850,000 or at the rate of 76 cents a 
share. With the production of ounces of 
silver only one-twelfth that of pounds of 
copper a one cent increase in the price of 
the red metal compensates for a 12 cent 
decrease in the price of the white metal. 

The extent of Cerro de Pasco’s activi- 
ties can be gleaned from the 1925 report 
which gave total revenues as $21,967,200 
which was made up of $19,962,342 from 
the production and sales of copper, silver 
and gold, $1,414,014 from railroad earn- 
ings and $590,844 from other sources such 
as dividends and interest. The cost of 
operations, taxes and returns on custom 
ores amounted to $14,960,466. The net in- 
come realized was $7,006,732 which com- 
pared with $8,978,616 in 1924 and $6,945,- 
709 in 1923. These earnings were the 
equivalent of $6,24 a share in 1925, $7.99 
in 1924 and $6.18 in 1923. At this rate 
of earning the stock could not be con- 
sidered an under-valued issue earning at 
the rate of about 10 per cent of its market 
price. When closer scrutiny is made of 
the individual items reported a better un- 
derstanding is had of the actual values 
behind the stock. Inventories, which at 
the close of 1924 stood at $4,863,822, had 
increased at the close of 1925 to $8,194,703 
for a gain of $3,330,881. This amount ap- 
plied to earnings would mean an additional 
$2.96 a share or actually $9.20 earned in 
1925. In 1924 inventories declined from 
$5,793,896 at the beginning of the year 
to $4,863,822 a loss of $930,074, equivalent 


to 83 cents a share which deducted from 
the $7.99 reported would equal $7.16 per 
share. This showing gives a true basis for 
comparing the trend of earnings in the 
two years after inventory adjustments. 
In 1925 the company wrote off $4,321,451 
for depletion and depreciation, which was 
equivalent to $3.84 a share resulting in 
the reported profits of $5.35 a share. 

Another view of the favorable situation 
is seen in the balance sheet of Cerro de 
Pasco which is probably in the best fi- 
nancial position of any of the copper com- 
panies. At the close of 1925 current as- 
sets totalled $28,415,679 of which $14,110,- 
034 was in cash and U. S. Government 
Securities. Current liabilities were $3,- 
638,807 leaving a net working capital of 
$24,776,872 or $22.06 a share. This com- 
pared with $19.03 and $15.55 in 1924 and 
1923 respectively. The company’s treasury 
position has improved steadily in 1926 
and it is not beyond expectation that work- 
ing capital will exceed $25 a share at the 
close of the year, 


Conservative Bookkeeping 


Owing to the heavy yearly charges for 
depletion and depreciation reserves the 
amount carried in property account has 
been noticeably reducing in past years. In 
1925 the company’s properties were car- 
ried at $18,884,669 being reduced from 
$21,445,768 in 1924 and $25,604,737 at the 
close of 1923. When it is considered that 
the smelter completed in 1924 cost around 
$12,000,000 and that the mines are de- 
veloped and equipped for an annual pro- 
duction of 150,000,000 pounds of copper, 
20,000,000 ounces of silver and 75,000 
ounces of gold and in addition the com- 
pany owns 135 miles of revenue produc- 
ing railroad and controls 70,000 acres of 
mineral and other lands the $18,000,000 
appears a rather conservative estimate of 
values. 

Besides the natural mining advantages 
enjoyed by the company it has the bene- 
fit of an ample supply of cheap labor 
which is augmented in that the large pay- 
rolls and costs of materials are based on 


(Please turn to page 619) 
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By THE OBSERVER 


In the light of cold reasoning the 


European manifesto issued by a group of 
Tariff European bankers, urging the break- 
Manifesto ing down of tariff walls as the only 


sane method by which the economic 
structure of Europe can be restored to a sound basis, 
bore no significance to the United States. Yet when 
it was published it raised considerable alarm in this 
country, where it is realized the maintenance of a 
tariff barrier is vitally essential to keep out cheap labor 
competition from abroad, and to maintain our present 
high standard of living. That alarm was fed by the 
presence among the signatories of a number of promi- 
nent American bankers, who now announce, when they 
allowed their names to be tacked on to this document, 
that they only approved tinkering with the tariff as 
long as it was confined to the European nations. 

What interests us more is how this document ever 
attained the dignity of being called a manifesto. It 
was simply an expression of opinion by a group of 
bankers. It did not have the backing of any govern- 
ment sanction. So far as we are concerned it is an 
example of poor taste to recommend to other coun- 
tries a remedy which we will not take ourselves, 
even though European countries, where the cost of 
labor is more equalized, are in a better position to do 
it than we are. 

There may be a deeper reason that prompted the 
bankers to give to the world what they thought would 
revive European prosperity. The governmental finan- 
cing has about run its cycle. Outside France there is 
very little room for extending such aid, in which there 
is an excellent profit for international bankers. Hence 
it may be their ambition to bring about more uniformity 
in international tariff regulations which would encour- 
age extensive financial operations in the industrial de- 
velopment that would be associated with such progress. 
Even though the motive is selfish it is sound enough to 
confer benefit on all of Europe if brought about. 


' 
We are much interested in a finan- 


Better cial propaganda inaugurated by a 
Posted well-known surety organization by 
Investors Which it is expected to better post 


investors on what to leave alone. 
It is expected to accomplish this object through a set 
of rules incorporated in a pamphlet, titled, “Warning 
to Stockholders,” and offering this pamphlet to cor- 
porations for mailing to their shareholders in connec- 
tion. with their own corporate notices or dividend 
checks. By putting this valuable information in the 
hands of shareholders they will be fortified to protect 
themselves against fraudulent promoters. 
The idea is not a new one. Early in the nineties 
THE FINANCIAL Wor Lp published in the form of trite 


parables a set of rules by which investors could safely 
guard themselves against financial deception. They 
were republished in pamphlet form and offered to the 
savings banks throughout the country at a price below 
their cost of publication. It was thought they would 
welcome such enlightening information which they 
could hand out to their depositors, who are the greatest 
victims of financial fraud. Only a few accepted this 
opportunity to be of real service to their clients. It 
was a little too early, for the conscience of the nation 
had not yet fully recognized the economic cancer they 
were dealing with in the get-rich-quick evil. 


Personally we heartily commend this new effort to 
bring better investment knowledge to stockholders, for 
we have always realized that the better-posted investors 


are the fewer are the opportunities for wily financial 
Cagliostrios to ply their nefarious trade. If cor- 


porations will take kindly to this movement, since it 
is necessary for them to co-operate in it to make it 
successful, not only will their efforts meet with ap- 
preciation from their stockholders, but they would 
find it easier for their own financing in the future. 


Several unfavorable developments 

Future have upset the silver mining indus- 

of try. There is the threat by India 

Silver to go on a gold basis, of which 
there is no immediate prospect for 

this radical transition is not likely to be soon taken in 
a country whose people have been so long accustomed 
to the white metal for their currency. Then there is 
China torn asunder by internecine strife with the re- 
sult a state of panic prevails and business is almost 
paralyzed. China has been silver’s largest customer. 
These two dominant factors operating adversely have re- 
sulted in the decline of silver to a point where it has 
the owners of silver mines worried over the prospects. 


In Mexico, where silver is one of the important min- 
erals mined, the agitation has already started to induce 
the government to remove the tax imposed upon it or 
at least reduce it to a per centum which will permit 
mining at a profit, even a small one. The advocates of 
this relief contend that unless it is extended, Mexico’s’ 
principal silver mines must close down. Such a shut 
down would involve irreparable damages. In the past 
we have seen unusual conditions arise in an important 
industry which on first impression causes the appre- 
hension that everything connected with it is going to 
the dogs. Then voices are immediately raised for fed- 
eral intervention of some sort, since Providence is not’ 
dependable for alleviation ; then something comes along 
which is brewed out of necessity to right things again. 

We can expect the same thing to occur in silver since 
there is always a large market for the mineral, the fu- 
ture does not look so black as alarmists make it appear. 








@ Denver & Rio Grande— 


An Attractive Railroad Bond 


@ The continued favorable earnings of the Denver & Rio Grande Western 


system draw attention to the excellent speculative 


bonds; 


possibilities of its junior 


@ This issue does not now pay interest, though interest has been cumulative 
from February 1, 1924. Interest becomes fixed, however, on February 
1, 1929, and accruals must be adjusted before preferred dividends can be 


inaugurated ; 


@ With adjustment of accruals which now aggregate 1334%, the present 
price of the bonds of 7334 would be marked down to 60. This would 


mean a current yield of 8.33% from this price and a net yield from 9% 
from February 1, 1929, to maturity; 


« With earnings three times interest requirements on this issue and the out- 
look favorable, what are the prospects for appreciation in these bonds? 


& Rio Grande R. R. Co. into the 

Denver & Rio Grande Western in- 
volved primarily the changing of a sub- 
stantial portion of its funded debt from 
a fixed to a contingent interest basis, in 
order that the physical rehabilitation of the 
property and its recovery from war con- 
ditions and federal control might go for- 
ward without the hampering effect of 
large current fixed charges. That the re- 
organization plan did not involve a more 
drastic scaling of funded debt aroused some 
criticism at the time, but the consistent 
progress and splendid results achieved since 
reorganization now clearly demonstrate the 
wisdom of the plan and its justice to 
‘junior bondholders. The reorganization 


i HE reorganization of the old Denver 
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plan, dated June 15, 1923, provided that 
the holders of the old refunding bonds and 
adjustment bonds should receive partly 
general mortgage bonds (the present 5s, 
1925) and partly preferred stock. The plan 
was subsequently modified in June, 1924, 
the provisions of the general mortgage 
bonds being arranged as follows: 


1. That these bonds sheuld be income 
bonds from February lst, 1924 to February 
1, 1929 at 5% per annum. 

2. That interest should be cumulative 
from February 1, 1924 but not mandatory 
until February 1, 1929, 

3. That payment of interest prior to Feb- 
ruary 1, 1929, and accruals accumulated 
prior to this date, should be subject to 
the discretion of the company, though 
such accruals must be liquidated before 
dividends on the stock can be inaugurated. 

4, That all dividends declared upon the 
stock of the Utah Fuel Company, prior 
to February 1, 1929, should be paid to the 
Railroad Company for use for any lawful 
corporate purpose, 


Increasing Income 


Over 1925 the showing of the road had 
so improved that a surplus of $3,161,066 
was reported before general mortgage bond 
interest which at the full 5% rate would 
have required $1,490,040. Thus a ratio of 
2.12 times was shown, and this in spite 
of the fact that no dividends were re- 
ceived from the Utah Fuel Co. although 
earnings from that property totalled $404,- 
000. Over the first nine months of 1926, 
the Denver Rio Grande Western has earned 
over $1,000,000 in excess of the 1925 fig- 
ure for the same period, and should be 
able to withdraw over $500,000 from the 
Fuel Company. This means that income 
applicable to the general mortgage bonds 
is already in excess of $4,500,000 or over 
three times interest requirements, 

On September 24th the directors of the 
company decided to defer payment of im- 


terest on the bonds due November 1, 
though it had been generally expected that 
favorable action would be taken. The very 


‘bad passenger wreck which occurred a 


month previous was given by some as the 
reason for further conservation of cash, 
as the rehabilitation of the property has 
now gone so far as to bring it into excel- 
lent physical condition. It may be noted 
in this respect that over the past five years 
the Denver has spent 42% of its operating 
revenues on maintenance of way and equip- 
ment, or about 10% more than the average 
of all Class 1 roads. This is already re- 
flected in the decline of transportation ex- 
penses over the elapsed portion of 1926 in 
the face of increased traffic. 


Attractive Yield 


At the present time these bonds are 
carrying 1334% accrued interest, less which 
their present price would be reduced to 
60, as they are now quoted 7334. But neg- 
lecting these accruals which on May 1, the 
next interest date, will total 1634 points, a 
current yield of 6.85% will be returned if 
interest is inaugurated at that time. If the 
assumption is made that accrued interest 
is liquidated by February 1, 1929, the net 
yield to maturity, based upon present price 
less accruals would be over 9%. 


In view of the excellent prospects for 
the Denver & Rio Grande under its present 
able management, its fundamental impor- 
tance to Missouri Pacific and Western Pa- 
cific, which jointly own and control it, and 
the present large volume of earnings, the 
junior bonds impress us as a most inter- 
esting speculative investment. 
interest obligation with interest earned 
three times, they should be worth between 
80 and 90, less accruals, which would mean 
the equivalent of nearly 25 points above the 
present price. 
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: Foreign Bonds Hi 
5 (Continued from page 610) Hy 
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the Belgian franc. Although the im- 


provement in European finances has been 
widespread, it does not follow that the 
investor can profitably purchase the bonds 
of all of the European countries. Discre- 
tion must be employed. One example is 
presented by the Kingdom of Italy. Al- 
though that country has made marked 
progress in recent months, before consider- 
ing a purchase of her obligations for in- 
vestment purposes one should wait until 
that situation has a better defined future 
outlook. 


Australia is still another example. Of 
two recent Australian loans marketed in 
London, only’ $9,000,000 of the total offer- 
ing of $40,000,000 was taken up by in- 
vestors. This in itself is indicative of the 
English public’s appraisal of Australian 
credit. In this particular instance it was 
the thought that the proceeds of the loans 
would be put to unprofitable uses which 
made the British investor chary. 

By discriminating between those coun- 
tries which appear to be well on the way 
to recovery and those which have not made 
the progress which might be desired, the 
investor may choose a number of bond 
issues which will help increase the income 
yield of his total list as well as adding 
diversification thereto. 

In view of the handsome appreciation of 
principal which was enjoyed by the pur- 
chaser of those foreign issues which were 


recommended by this publication five months 
ago, we have selected another list of bonds 
which, over a period of time, appear to 
have similar profit possibilities. 


This new list contains a total of twenty- 
five recommendations, well diversified 
geographically and in the case of corpora- 
tion issues diversified as to industries. 
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Long May It Continue 

Enclosed find my check for $10 for the 
renewal of my subscription. Needless to 
say that I would not be without THE F1- 
NANCIAL WorLD as it has saved me many 
dollars by keeping me posted as to what 
to buy and what not to buy. Whenever I 
have had the opportunity I have urged my 
friends to subscribe as it is the best finan- 
cial guide I have found. Long may it con- 
tinue. 

Eart M. Spry, 


“Tell your friends they need it” 
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Wright Aero Net Up 
The Wright Aero Corp. reports for the 
quarter ended September 30, a net profit 
of $131,775 after taxes, equal to 52 cents 


a share earned on 249,390 no par shares, 


against $123,148, or 49 cents a share in 
the preceding quarter and $162,509, or 65 
cents a share in the third quarter of 1926. 


For the first nine months the net profit 
amounted to $454,924 after taxes, equal to 
$1.82 a share against $517,760, or $2.07 a 
share in the same period of 1925. 




















Results of May 8, 1926, Recommendations 
Present 

Moody’s Issue —HMay 8—— Approx. 

Rating Short Term Price Yield Mkt. Change 
Aa Japanese ovt. Sterling 4s, 1931........ 863% 648 895% +- 3% 
A State of Bavaria Serial 614s, 1927-9.. 100 to 6.50 100% i 

97% 7.32 to99 to 14 
A Tokio Electric Light Co. 6s, 1928........ 98 — ee 
Medium Term : 
A Kingdom of Hungary 7%s, 1944........ 955% 7.96 9934 + 4% 
A Czecho Slovak Republic 7%4s, 1945... 9714 786 101% + 44% 
A Saxon Public Works 7s, 1945 (State 
Guar. ) 95 743 100 + 4% 
Baa Dept. of Antioquia 7s, 1945............... 91 7.92 93% + 2% 
Long Term 
Aa Kingdom of Belgium 7s, 1955............ 9414 746 97% + 3% 
Aa Japanese Government 6%4s, 1954........ 9434 6.92 9834 +4 
Aa Oriental Devel. 6s, 1953 (Gov. Guar.) 88 6.99 92 + 4 
Aa Argentine 6s, 1959 983% 6.11 98 — &% 
Aa German Government 7s, 1949 ............ 102% 6.79 105% + 2% 
A Toho Electric Power 7s, 1955 ............ 91% 7.74 95% + 4% 
A City of Greater Prague 7%4s, 1952... 97% 7.74 102% + 5 
A City of Berlin 6%4s, 1950.00.00... 87 7.69 961% + 9% 
A Electric Power Corp. of Germany 
6%s, 1950 8834 7.51 9434 4- 6 
Baa City of Tokyo Sterling 5s, 19952........ 69 7.48 75 + 6 
Aa Manila R. R. Extended 4s, 1959 
(Gov. Guar.) 6614 647 71% + 4% 
Semi-S peculative 
A German Gen. Elec. 6%s, 1940 (Stock 
rights attached—selling above in- 
a BO” eee 971% 6.78 118% +21% 
Baa Hungarian Consol. Mun. 7%4s, 1945... 871% 887 98 +10% 
Baa Leonhard Tietz 7%4s, 1946 (stock 
rights attached) 953% 7.96 104% + 9% 
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1956 Series 


Operations controlled, 
through Central and 
Southwest Utilities Co., 
by Middle West Utili- 
ties Co. 


Price 96 and interest 
yielding over 5.25%. 


Ask for circular XL-4 
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Is the 
Stock Market 
Going Down 
to new low levels? 


The averages are working 
lower. What does it mean? 
Areaction only. .... with jj. 
higher levels ahead, or the 
beginning of months of 
crumbling prices. .... with 
serious losses in store for 
every investor who con- 
tinuesto hold hissecurities. 


Read the latest Brookmire bul- 
lectin. Ic contains a recommen- 
dation foraction..... ice, 
specific. A copy free. 
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@’ Denver 
An Attractive Railroad Bond 


& Ric Grande 


lhe continued favorable earnings of the Denver & Rio Grande Western 


system draw attention to the excellent speculative possibilities of its junior 


bonds; 


from February 1, 
# 
inaugurated ; 


1924. 


This issue does not now pay interest, though interest has been cumulative 
Interest becomes fixed, however, on February 
1929, and accruals must be adjusted before preferred dividends can be 


€ With adjustment of accruals which now aggregate 1334%, the present 
price of the bonds of 7334 would be marked down to 60. This would 


mean a current yield of 8.33% from this price and a net yield from 9% 
from February 1, 1929, to maturity; 


« With earnings three times interest requirements on this issue and the out- 
look favorable, what are the prospects for appreciation in these bonds? 


& Rio Grande R. R. Co. into the 

Denver & Rio Grande Western in- 
volved primarily the changing of a sub- 
stantial portion of its funded debt from 
a fixed to a contingent interest basis, in 
order that the physical rehabilitation of the 
property and its recovery from war con- 
ditions and federal control might go for- 
ward without the hampering effect of 
large current fixed charges. That the re- 
organization plan did not involve a more 
drastic scaling of funded debt aroused some 
criticism at the time, but the consistent 
progress and splendid results achieved since 
reorganization now clearly demonstrate the 
wisdom of the plan and its justice to 
junior bondholders. The reorganization 


il HE reorganization of the old Denver 
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plan, dated June 15, 1923, provided that 
the holders of the old refunding bonds and 
adjustment bonds should receive partly 
general mortgage bonds (the present 5s, 
1925) and partly preferred stock. The plan 
was subsequently modified in June, 1924, 
the provisions of the general mortgage 
bonds being arranged as follows: 


1. That these bonds should be income 
bonds from February Ist, 1924 to February 
1, 1929 at 5% per annum. 

2. That interest should be cumulative 
from February 1, 1924 but not mandatory 
until February 1, 1929, 

3. That payment of interest prior to Feb- 
ruary 1, 1929, and accruals accumulated 
prior to this date, should be subject to 
the discretion of the company, though 
such accruals must be liquidated before 
dividends on the stock can be inaugurated. 

4, That all dividends declared upon the 
stock of the Utah Fuel Company, prior 
to February 1, 1929, should be paid to the 
Railroad Company for use for any lawful 
corporate purpose, 


Increasing Income 


Over 1925 the showing of the road had 
so improved that a surplus of $3,161,066 
was reported before general mortgage bond 
interest which at the full 5% rate would 
have required $1,490,040. Thus a ratio of 
2.12 times was shown, and this in spite 
of the fact that no dividends were re- 
ceived from the Utah Fuel Co. although 
earnings from that property totalled $404,- 
000. Over the first nine months of: 1926, 
the Denver Rio Grande Western has earned 
over $1,000,000 in excess of the 1925 fig- 
ure for the same period, and should be 
able to withdraw over $500,000 from the 
Fuel Company. This means that income 
applicable to the general mortgage bonds 
is already in excess of $4,500,000 or over 
three times interest requirements. 

On September 24th the directors of the 
company decided to defer payment of m- 


terest on the bonds due November 1, 
though it had been generally expected that 
favorable action would be taken. The very 
bad passenger wreck which occurred a 
month previous was given by some as the 
reason for further conservation of cash, 
as the rehabilitation of the property has 
now gone so far as to bring it into excel- 
lent physical condition. It may be noted 
in this respect that over the past five years 
the Denver has spent 42% of its operating 
revenues on maintenance of way and equip- 
ment, or about 10% more than the average 
of all Class 1 roads. This is already re- 
flected in the decline of transportation ex- 
penses over the elapsed portion of 1926 in 
the face of increased traffic. 


Attractive Yield 


At the present time these bonds are 
carrying 1334% accrued interest, less which 
their present price would be reduced to 
60, as they are now quoted 7334. But neg- 
lecting these accruals which on May 1, the 
next interest date, will total 1634 points, a 
current yield of 6.85% will be returned if 
interest is inaugurated at that time. If the 
assumption is made that accrued interest 
is liquidated by February 1, 1929, the net 
yield to maturity, based upon present price 
less accruals would be over 9%. 


In view of the excellent prospects for 
the Denver & Rio Grande under its present 
able management, its fundamental impor- 
tance to Missouri Pacific and Western Pa- 
cific, which jointly own and control it, and 
the present large volume of earnings, the 
junior bonds impress us as a most inter- 
esting speculative investment. 
interest obligation with interest earned 
three times, they should be worth between 
80 and 90, less accruals, which would mean 
the equivalent of nearly 25 points above the 
present price. 
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The Bankers and Rail Securities 








(Foreworp: Because of the importance to investors of the proceedings of the annual 
conventions of The Investment Bankers Association of America, and because it would be im- 
possible in a single issue properly to present reports of committees and speeches of leading 
members of the Association, THE FINANCIAL Wor p will publish between now and the con- 
vening of the next convention, summaries of the important items. In this manner our read- 


ers will be informed as to the consensus of the country’s bankers on matters of vital interest 
to investors ——THE EDITORS. ) 





UITE in contrast with the attitude 
O evidenced a few years ago, when 

the effects of government control 
of operation of the carriers were such as 
to cause deep concern among railroad ex- 
ecutives, bankers and investors, was the 
position taken regarding the transporta- 
tion industry and its securities by the In- 
vestinent Bankers Association 1926 con- 
vention. 


The following summation by the Associa- 
tion’s railroad committee of its annual re- 
port puts in a few words the sentiment of 
the bankers on the subject of railroad se- 
curities : 


“We believe that the foundation indus- 
try (transportation) of this republic looks 
forward to stable and satisfactory condi- 
tions and that there is nothing in the con- 
duct or prospects of the industry that 
should make those who deal in the secur- 
ities of the railroads hesitate to offer and 
recommend, with confidence, sound rail- 
road securities to their clients.” 


Consistently Recommended 


The foregoing paragraph is an echo of 
the tenor of recommendations made 
weekly in The Trend department of THE 
FINANCIAL Wortp. Subscribers have been 
advised, without interruption, that sound 
railroad securities should be placed at the 
top of any well-considered investment pro- 
gram. It has been pointed out that the 
element of risk has been reduced to a 
minimum, and that speculative opportun- 
ities, because of the fact that, in the main, 
prices as yet have not reflected real values, 
are more abundant and attractive in the 
railroad group than in any other single 
division. 

“The railroad business in this country 
is in an exceptionally prosperous condi- 
tion,” states the bankers’ report. That is 
an assertion of fact, which the figures 
substantiate. One has but to examine the 
record of car loadings and net results of 
operation to be convinced. 


The Investment Bankers Association 
does not take an active part in connection 
with railroad legislation. It is the general 
opinion that any such activities would be 
misinterpreted and would have a harm- 
ful effect. The public, under the guid- 
ance of a certain type of politician, would 
be disposed to view activities in connection 
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with legislation with suspicion, it is be- 
lieved. 

But the collective opinion of the organ- 
ization anent railroad securities, and the 
present status of the transportation in¢us- 
try, is of importance, especialiy in view 
of the belief on the part of security an- 
alysts that the securities as a whole are 
substantially below their proper price level. 


Most Profitable Period 


Speaking for his committee, Chair- 
man JosePpH R. Swan, of the GUARANTY 
Trust Company of New York, ex- 
pressed the conviction that the railroads 
are in their most prosperous period, “a 
period in which car loadings and earn- 
ings have reached record figures and 
net return on property investment is 
the highest since the war.” 

At the present time, it is highly im- 
portant that the investor govern his 
commitments largely by the trend in 
earnings and, as the transportation in- 
dustry affords clear and unmistakable 
evidence of a favorable character, it 
seems obvious that the securities of that 
industry are entitled to preference. 

Associated with Mr. Swan as mem- 
bers of his committee are: George W. 
Bovenizer, Kuhn, Loeb & Co.; Trow- 
bridge Callaway, Callaway, Fish & Co.; 
R. H. Carleton, Blodget & Co., New 
York; Henry Lay Duer, W. W. Lanahan 
& Co.; R. S. Euler, Union Trust Co.; 
Rodney Hitt, Hitt, Farwell & Co.; Rich- 
ard L. Morris, F. B. Keech & Co.; Lewis 
H. Parsons, Graham, Parsons & Co.; C. 
S. Sargent, Jr., Kidder, Peabody & Co.; 
Mark C. Steinberg, Mark C. Steinberg & 
Co.; Harry Stix, Stix & Co.; Albert 
Strauss, J. & W. Seligman & Co.; Lewis 
B. Williams, Hayden, Miller & Co.; 
Francis D. Glover, Glover & McGregor. 


It frequently has been stated in THE 
FINANCIAL Wortp that service of the 
railroads has reached a high point of 
excellence. The report of the bankers’ 
committee in this connection draws atten- 
tion to the fact that in the first five months 
of 1923 the average weekly shortage of 
railroad cars was 58,000, while, at the 
present time, the Interstate Commerce Com- 
mission has no complaints on hand re- 
garding failure to provide cars when 
wanted. 


In the matter of the wage question, the 





committee makes the following comment: 

“One of the problems which the rail- 
roads now face arises out of their present 
great prosperity, and this is the problem of 
wages. The Eastern conductors and train- 
men have made definite demands for ap- 
proximately 20 per cent increases. These 
demands have been handled in accordance 
with the methods set up by the new Rail- 
way Labor Act, and are to be submitted 
to a Board of Arbitration which will begin 
its hearings probably this month. What 
the outcome will be it is, of course, im- 
possible to prophesy, but the decision of 
the Board of Arbitration will be final and 
no labor disturbances resulting from the 
demands may be feared.” 

THE FINANCIAL Wor tp has called at- 
tention from time to time to the im- 
portance of watching carefully the de- 
velopment in connection with proposed 
railroad mergers. Such possibilities are 
among the most important speculative 
factors at the present time. In this 
connection, the committee says: 


Failed of Enactment 


“One piece of major legislation of 
interest to all concerned with railroads, 
namely, the Railway Consolidation Act 
of 1926, failed of enactment. Probably 
the best known consolidation bill was 
that introduced by Senator Cummins, 
though various others: were also pre- 
sented. In general, the purpose of the 
various bills was to permit consolida- 
tion without waiting until the Inter- 
state Commerce Commission had pre- 
sented its plan of consolidations as pro- 
vided for in the present Transportation 
Act. While several consolidations have 
been made or contemplated under State 
laws prior to the preparation of a plan 
of consolidation by the Interstate Com- 
merce Commission, the methods which 
have had to be used have been most 
unsatisfactory, and a permissive Act is 
vitally necessary if various beneficial 
railroad consolidations are to be ac- 
complished. There is, of course, a dif- 
ference of opinion among railroad men 
and others as to the advisability of con- 
solidations, but it seems probable that 
the public interest will require that if 
adequate transportation service is to be 
furnished at the lowest rates consistent 
with such service, and a fair return upon 
the valuation of the railway properties, 
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that many consolidations must be ef- 
fected.” 


On the important subject of freight 
rates, the Committee says: 


“The Commission’s adverse decision, 
in connection with the application of 
the Western roads for an advance in 
freight rates is not altogether easy to 
understand. There was passed in 1925 
the so-called Hoch-Smith Resolution in- 
structing the Interstate Commerce Com- 
mission. in its determination of freight 
rates, to take into consideration the fi- 
nancial situation of the industries, par- 
ticularly affected by the rates. This 
Resolution aimed to benefit the West- 
ern farmers and is opposed to the prin- 
ciple that Congress should keep out of 
rate-making. Section 15-a of the Trans- 
portation Act provides that the railroads 
shall be allowed a fair return, now fixed 
at five and three-fourths per cent on 
their valuations. To what extent the 
Commission took into consideration the 
Hoch-Smith Resolution in arriving at 
their decision one does not know. It is 
difficult, however, to reconcile the de- 
cision with Section 15-a of the Trans- 
portation Act, for the railroads in the 
territory affected, in order to earn a 
fair return, must have an advance in 
rates. It has, therefore, seemed as if 
the Interstate Commerce Commission’s 
adverse decision on this point is not in 











accordance with the terms of the Act.” 
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The Coal Stocks | 
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is not much brighter for in the situa- 
tions where the dividend is being earned 
the ratio of earnings to market price is 
such as to allow little grounds for 
further appreciation based on the earn- 
ing ability of the company. Island 
Creek Coal, which has been making as 
creditable a record as any in the field, 
is selling at fairly well adjusted price of 
$167 a share with earnings of $16.09 a 
share in 1925. In the previous year 
$17.91 a share was earned. The first 
nine months of 1926 returned $15.29 a 
share in comparison with $11.20 in the 
same period of 1925. Glen Alden at 
$176 a share appears to have fairly well 
discounted the possibilities in the stock. 
Lehigh Valley at $43 a share is making 
much of earnings of $2.09 a share in 
1924 and 8 cents a share in 1925. Clinch- 
field Coal at $33 a share had earnings of 
$3.29 a share in 1924 and $2.51 in 1925. In 
the first six months of that year earnings 
were at the rate of $1.21 a share which in 
the same period of the current year have 
been reported at 96 cents a share. Le- 
high Valley Coal Sales which was cov- 
ered in a recent issue of THE FINANCIAL 
Wortp offers one of the most attractive 
situations in the group and returns a 
favorable yield at these prices. Burns 
Brothers made a good showing in the 
fiscal year ended March, 1926, when 
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$6.39 a share was earned on the B stock 
in comparison with $1.17 in the previous 
year. The company was able to show 
continued improvement in the first 
quarter of this year when $1.38 earned 
on the stock compared with 94 cents 
last year. The report for the six months 
ended September 30, 1926 showed a 
decided falling off when only 67 cents a 
share was earned on the B stock as 
against $2.63 in the corresponding 
period of 1925. Only 12 cents a share 
was earned on the A stock in the Sep- 
tember quarter. 


Anthracite Outlook Better 

The outlook for the anthracite pro- 
ducers is undoubtedly more clearly de- 
fined than is the case with the bitumin- 
ous companies where no intelligent ap- 
praisal can be made in view of the at- 
tendant uncertainties. It must be said, 
however, that the hard coal stocks ap- 
pear fairly well adjusted to earnings at 
these prices and the opportunities to 
be had are not to be compared with 
those presented in the railroad stocks 
with definite indication of improving 
their already favorable earnings. The 
“low cost” copper stocks and the high 
yielding preferred stocks of operating 
utility companies are also in better posi- 
tion at prevailing prices to realize fur- 
ther price appreciation because of the 
contrastingly good outlook. In patroniz- 
ing these groups and making a selec- 
tion from previous recommendations 
given a more strongly fortified position 
is to be had than in the coal stocks in 
view of the prevailing prices and the 
outlook for the industry. 











S. S. Kresge Co. 


Operating a Chain of 
352 F.ve-.nd-Ten-Cent Stores 


Operating statistics reported for the 
first nine months of 1926 compare 
as follows: 


% 
1926 1925 I ncrease; 
Sales $76,875,274 $68,564,580 12.12% 
Net 
Profits 8,721,120 7,295,815 19.53% 
(after taxes) 


Our Analysis of this Company will be 
sent upon request for Circular H-250 
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Cerro de Pasco 
(Concluded from page 614) 











the present value of the Peruvian pound 
quoted at $3.60 with a parity of $4.86. 
This represents a saving in Peru of 25 per 
cent whereas its output is sold largely in 
the United States on the dollar basis. 


The effects of lower silver prices on 
Cerro de Pasco’s earnings demand consid- 
eration, but in arriving at conclusions the 
other important factors must not be lost 
sight of. What price silver will maintain 
in the coming year is difficult to predict 
but it is rather expected that improve- 
ment will be shown from the present levels. 
The expansion of the company’s activities 
should amply compensate for any diminu- 
ation in earnings from this source. Earn- 
ings for the current year should be as good 
as those reported for 1925 with reserva- 
tions made for variance in the amounts 
charged to depreciation and depletion and 
inventory adjustments. There is no reason 
for changing the opinion or recommenda- 
tion given on this stock in the past and 
at current price levels, around $62 a share, 
the return based on the regular $4 divi- 
dend is 6%4% with prospects for an extra 
of $1 before the close of 1926 making the 
same total payments as in 1925. 





Bertron, Griscom 


& Co., Inc. 


INVESTMENT 
SECURITIES 


40 Wall Street, New York 
Land Title Bldg. Philadelphia 

















Facts and Opinions 
Condensed 


Ten minutes a week, if you read 
The Bache Review, will keep you 
informed on the main subjects, 
important to your own business, 
‘which affect the commercial and 
financial situation. 


Readers of the Review are invited 
to avail themselves of our facili- 
ties for information and advice 
on stocks and bonds, and their 
inquiries will receive our careful 
attention, without obligation to 
the correspondent. In writing, 
please mention The Bache Review. 


Sent for three months, without charge 


J. S. BACHE & Co. 


Members New York Stock Exchange 
42 Broadway New York 
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Investment 
Suggestions 


Railroad Bonds 
To yield 4.65% to 5.60% 


Municipal Bonds 
To yield 4% to 4.45% 


Hydro Electric Bonds 
To yield 4.70% to 5.85% 


Public Utility Bonds 
To yield 4.60% to 6.60% 


Industrial Bonds 
To yield 4.65% to 6.75% 


Foreign Gov’t Bonds 
To yield 4.70% to 7.70% 


Write for Circular No. 1727 


“Investment Suggestions” 


Spencer Trask & Co. 


28 Broad Street, New York 
ANY BOSTON CHICAGO 
PROVIDENCE PHILADELPHIA 


Members New York and Chicago 
Stock Exchanges 
































Our Market Letter 


this week reviews 


United Fruit Company 
American Sugar Refining Co. 


Northern Pacific Railway Co. 


Sent on request for 116-5 


McCLAVE & CO. 


J N. Y. Stock Exchange 
Members in Y. Cotton Exchange 


| 67 Exchange Place New York City 




















Your Mail Box 
and 
Our Offices 


Thousands of investors are 
buying bonds every year with- 
out ever seeing a bond sales- 
man. It is a simple process and 


preferred by many as the ideal 
investment method. 


It is described in our booklet, 
“Buying Bonds by Mail” 
which we will gladly send on request. 


Ask for AU-2450 


AC.ALLYN*> COMPANY 


INCORPORATED 


67 W. Monroe Street, Chicago 


New York Philadelphia Milwaukee 
Boston Francisco Minneapolis 


Bulls and Bears 
(Continued from page 612) 


SOUTUUUENORNA Ha ueneeeropeeenee Ni oNN 
PLL 


AUSDRT NOTED HARON TENE E TIT 
Sohumuanncnncnenenacsnenseenssiseieey 








United Drug— 
Rating “A” 

Estimating federal taxes United Drug re- 
ports $8.76 a share earned in the first nine 
months of 1926, compared with $7.52 on a 
somewhat smaller capitalization in the 
same period last year. The company’s best 
earnings come in the fourth quarter. 


Walworth— 
Rating “C” 

Walworth reports 80 cents a share earned 
in the third quarter of 1926, compared with 
12 cents a share-in the preceding quarter 
and a loss in the first quarter. Price cut- 
ting in its field adversely affected earnings 
early in the year, but apparently the situa- 
tion is now stabilized and the company is 
returning to its normal earning status. 


Ward “A”— 
Rating “B” 

For the 15 weeks ended October [6, 
Ward Baking reports net equal to 77 cents 
a share on its Class B common stock, com- 
pared with 58 cents a share in the same 
period of the previous year. 


Westinghouse Air Brake— 
Rating “A” 

Westinghouse Air Brake reports net in- 
come of $10.52 a share in the first 9 months 
of 1926. Net in the September quarter 
was $3.45 a share. These are the first 
quarterly earnings this company has re- 
ported and the management is to be com- 
mended for giving its stockholders more 
frequent information. 


Yale & Towne— 
Rating “B” 

Yale & Towne reports $4.33 a share 
earned in the first 9 months, compared 
with $3.42 in 1925. The company has de- 
clared an extra dividend of $1 a share. 














Oils 





Independent Oil— 
Rating “C” 

Independent Oil & Gas continued strong 
and active during the past week and joint 
drill of discovery well in the new Seminole 
Pool in Oklahoma is upsetting the statisti- 
cal position in the oil industry. 


Marland— 
Rating “A” 


J. P. Morgan & Company have under- 
written a new stock issue of Marland Oil 
which is being offered to shareholders at 
$50. President Marland points out that in 
view of the fact that the price level of 
petroleum is still substantially higher now 
than it was at the beginning of the year, 
that no inventory losses have to be taken 
at the close of the year. 





S. 0. of N. J.— 
Rating “A” 

Humble Oil, a subsidiary of Standarg 
Oil of New Jersey, and Carter Oil, also 
a subsidiary of that company, as well as 
Magnolia, which is a subsidiary of Stand- 
ard Oil of New York, have reduced the 
price of crude oil in Oklahoma and Texas, 
President Farish of Humble Oil issued the 
following statement: “The effect of ip. 
creased crude oil production and the number 
and extent of important new producing 
areas in Texas and other parts of the 
United States has resulted in lower prices 
in the world’s markets for various petro- 
leum products. This fact, coupled with the 
necessity on the part of this company and 
the entire industry for storing some addi- 
tional crude oil in the. face of the more 
than ample stocks not only warrants but 
dictates a reduction on the price of crude, 
This is emphasized by the fact that this 
situation comes on us at a time when the 
consumption of gasoline, our principal 
product, is starting its usual winter de- 
cline.’ Domestic crude oil production 
reached a record high level during the 


past week, and further cuts in crude and f 


refined may be expected. 





Railroads 





Baltimore & Ohio— 
Rating “A” 

Baltimore & Ohio reported another good 
gain in net during September and with a 
large volume of traffic being handled in 
October common stock earnings are esti- 
mated at around $17 a share for 1926. In 
view of prospects for stock financing in 
1927 and necessity of $7 dividend rate to 
make this successful, a further increase in 
the dividend appears likely during the 
coming year. 


Chesapeake & Ohio— 
Rating “A” 

Chesapeake & Ohio continues to be 
pretty much of a mystery stock. Reports 
that the Erie would be left out of the Van 
Sweringen merger lack official confirma- 
tion, as do also reports that Chesapeake & 
Ohio will receive an $8 dividend guarantee 
and a half share of new Nickel Plate stock. 
The company, of course, is earning at a2 
rate which would justify payment of an 
extra dividend. 


Colorado & Southern— 
Rating “B” 

Consolidated earnings of Colorado & 
Southern system show a very substantial 
gain in gross in September, which resulted 
in net operating income of $710,000, com- 
pared with $655,000 in September, 1925. 
Apparently maintenance expenses were in- 
creased. Based on earnings for the first 
nine months Colorado & Southern system 
should show between $14 and $15 a share 
earned on its common stock for the cur- 
rent year. Current car loadings continue 
to make a very satisfactory showing and 


traffic prospects appear good. Directors are : 
scheduled to meet for dividend action some — 


time this month. 





























The Financial World} 








lis 
he 


al : 


e- 


on EF 
he 


nd 








Pere Marquette— 
Rating “A” 


Pere Marquette, which has been recom- 
mended in Mr. Guenther’s bargain list, is 
now expected to show over $15 a share 
earned on its common stock in 1926. The 
present reports some decrease in produc- 
tion schedule of General Motors in the 
last week or two with no such slackening 
a year ago. No clear indication as to Pere 
Marquette’s status in the proposed Nickel 
Plate merger is yet available, though earn- 
ings indicate possibility of increased 
dividend. 


Reading— 
Rating “A” 


Reading Railroad has been showing a 
good earning gain thus far in 1926 and 
doubtless will do much better in the re- 
maining months of the year because of the 
absence of an anthracite strike. The com- 
pany has notified its stockholders that 
Reading rights will have to be exercised 
by January 1. This means that Baltimore 
& Ohio and Union Pacific will have to 
arrange for disposal of their Reading 
rights before that date, or exercise them 
by payment of $2 for each right. They 
would then have until July 1, 1927, to dis- 
pose of them. It is possible that Baltimore 
& Ohio will distribute these rights to its 
stockholders as New York Central did. 
They figure to be worth somewhere be- 
tween $5 and $6 a share. 


Southern Pacific— 
Rating “A” 


Southern Pacific, which has been recom- 
mended in Mr. Guenther’s bargain list be- 
came strong and active during the past 
week in anticipation of an increase in the 
dividend rate. It is quite possible Southern 
Pacific will do some stock financing in 
1927 and increase the dividend rate to $7 
before this takes place. Earnings are mak- 
ing a very satisfactory showing. 


Union Pacific— 
Rating “A” 

Union Pacific, which has been repeatedly 
recommended in Mr. Guenther’s bargain 
lists, now promises to earn $10 a share in 
1926 from its rail income and $7.50 from 
its other income. It is quite obvious from 
these earnings if Union Pacific paid out 
half of its rail income and the bulk of its 
other income the dividend could be in- 
creased from $10 to $12 a share, with 
maintenance of an excellent factor of 
safety. 





Motors 





General Motors— 
Rating “A” 

Speculation in General Motors now 
centers around whether or not an extra 
dividend will be declared when directors 
meet toward the close of the month. Presi- 
dent Sloan has indicated that the company 
needs its cash for expansion. 
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Peerless— 
Rating “C” 

Peerless has recently been listed on the 
New York Stock Exchange and earnings 
in the first 9 months amounted to $4.02 a 
share. The company does not expect to 
operate at a deficit in the fourth quarter, 
and therefore earnings for the year are 
expected to be somewhat above $4 a share. 


Studebaker— 
Rating “B” 

Studebaker reports $1.56 a share earned 
on its common stock in the third quarter 
of 1926, compared with $2.61 in the third 
quarter of 1925. Thus the downward trend 
in net earnings was continued through the 
third quarter. Decline in net is attributed 
to cost of bringing out new models and to 
some extent to price cuts subsequently an- 
nounced. It is likely that earnings during 
the coming six months will be adversely 
affected by bringing out the new Erskine 
Six in four different models, on which 
production is to start in January. The 
company continues in very strong financial 
condition, with over $15,000,000 in cash on 
hand and no bank loans. 








Bond Market 
(Continued from page 613) 
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tractive than the other issues though natur- 
ally under present conditions there is a 
preference for the lower coupon rates. 


Polish 8s sold up fractionally and a fair- 
ly large turn over, while Italian 7s were 
also up a point as well on a heavy volume. 
The Chilean 6s continued to sell at the 
syndicate price though the Mortgage Bank 
6%4s of 1957 moved up fractionally on a 
light turn over. 


The average for 40 domestic bonds 
moved up to 88.47 as against 87.72 as of 
the week previous,—a very large upward 
swing for the type of issues going to make 
up this average, such bonds as Atchison 
General 4s, which are barometrical of the 
gilt edge investment demand, advancing 
to 9234, a full one-half point difference 
for the week. As far as the medium grade 
rails are concerned, the advance of this 
group, as such, seems to have been tempo- 
rarily arrested. Such issues as the Inter- 
national Great Northern Adjustment 6s, 
M. K. T. Adjustment 5s and St. Louis- 
San Francisco Income 6s remain at the 
same price as of a week ago, although in 
the case of the Chicago & Eastern Illinois 
Central 5s a one point gain was made on 
a fairly large volume for these particular 
bonds, while the Denver & Rio Grande 
Western General 5s of 1955, which are the 
subject of a special article in this issue, 
advanced two points on rather large buy- 
ing, 

One curious result of the election has 
been the strength of the local traction is- 
sues; Interboro Refunding 5s being up two 
points while New York Railway Income 6s 
and Third Avenue Adjustment 5s each ad- 
vanced three full points on a fairly heavy 








How to Make | 
Money in the 
Stock Market 


Consistent profits in the stock market are 
made only by following certain fundamental, 
yet simple METHODS—methods of those who 
have succeeded—methods available to every 
investor. 

WHAT THESE METHODS ARE and HOW 
YOU MAY USE THEM immediately is 
explained clearly in our FREE 24-page book- 
let, “How to Make Your Money Make More 
Money.” 


A few copies are available gratis 
Simply ask for Booklet FWN-6 


AMERICAN INSTITUTE 
of FINANCE 


141 Milk Street, Boston, Mass. 








Stocks 


and 
Business 


Write for our Monthly 
Letter B-11 on condi- 
tions. Stocks bought 
and sold on commis- 
sion—cash or margin. 


Hartshorne, 
Fales & Co. 


Members N. Y. Stock Exchange 
71 Broadway 














“DEPENDABLE 
INVESTMENT” 


@ For fifteen years 
we have been serving 
investors, large and 
small, who wish ex- 
perienced aid in mak- 
ing and watching 
investments. 


@ We are always 
glad to discuss this 
service with investors 
or to send a booklet 
“Dependable Invest- 
ment” which explains 
it. 


C. M. KEYS & CO. 


60 Broadway New York 
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Selections from the 
present bond market 
with comments on 
various issues— 


Our November 


Investment List 
Range in Yield 


5.95% to 7.65% 


In this selection equal 
attention has been given 
to business and personal 
investment demands. 


Send for Investment List G 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
37 Wall Street 


247 Broadway 79 Madison Avenue 
355 Madison Avenue 





SOUND BONDS TO YIELD 
Zon i 


See 


Send for list and booklet “F” 


PWBrovks é Co. 


§NCOR PORATED 


Established 1907 


115 Broadway 60 State St. 
New York Boston, Mass. 











Investment Suggestions 





We Recommend 


International Paper Co. 
Convertible Deb. 6s, due 1941 
at market, to yield about 6.20% 


Southeastern Power & Light 


6s, due 2025 
at market, to yield about 6.30% 


Hood Rubber Company 
Convertible 514s, due 1936 
at market, to yield about 5.70% 


Circulars upon request 


Mc DONNELL & (0. 


120 BROADWAY 
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volume. As we have always pointed out 
the local traction situation is almost wholly 
a political one, there being no question as to 
the absolute economic necessity of the facili- 
ties offered by the local traction companies 
nor of the volume of business. The ques- 
tion is simply one of continuation of the 
present 5c fare basis to which the local 
political organization is committed. Now 
the feeling seems to be, judging from the 
action of the traction securities, that the 
local powers that be favor somewhat more 
liberal treatment in the way of fare. The 
move coming directly after election is 
somewhat surprising for certainly no ob- 
server of local political conditions antici- 
pated a substantially different result than 
was actually shown. We continue to feel 
that the Interboro 5s are a fairly attrac- 
tive business man’s holding in spite of the 
fact that they are so closely tied up with 
external factors. 


Among the more important of recent 
offerings have been the following: 


Industrial 


$25,000,000—INTERNATIONAL Paper Com- 
PANY convertible debenture 6s of 
1941 at 98 yielding 6.20%. 


The International Paper Company is the 
largest manufacturer of paper in the world 
and over the past ten years has been going 
through a period of transition from a com- 
pany doing business principally in the 
United States into a more strictly inter- 
national company. The reason for this has 
been the depletion of timber resources this 
side of the border and the necessity for de- 
velopment of Canadian mills, due to the 
Dominion restriction upon the export of 
pulp wood. This has ‘led to the develop- 
ment of the great Three Rivers plant with 
present capacity of 700 tons of news print 
per day and the Gatineau plant which is 
now approaching completion, and which 
will have a daily capacity of 600 tons. 


The older plants on this side of the 
border have been for the greater part 
converted for the manufacture of finer 
grades of paper or else abandoned, and the 
water power facilities diverted to other 
uses. This has resulted in placing the 
company among the large factors in the 
power industry in the Northeastern portion 
of the United States, and in Canada it is 
already a very large factor in this field, 
in addition to its strictly manufacturing 
interests. 


The funded debt constitutes $5,000,000 
of Divisional Bonds, $18,000,000 first 
refunding 5s, $22,000,000 of refunding 6s of 
1955, and the present issue. This is fol- 
lowed by $31,820,000 of preferred stock and 
500,000 shares or no par common. It will 
thus be seen that bonded debt is rather 
heavy in proportion to total capitalization, 
though the ten years to 1926 show average 
earnings, after depreciation, of $10,844,457 
or 2.7 times interest requirements on the 
total. Those for the year 1925 show a 
ratio of but 2.3 times, though it is stated 
that 1926 will show up somewhat better. 

The purpose of these bonds is to finance 
the Canadian development program for 
which large current liabilities had been 


created. The book value of the assets of 
the company’s subsidiaries, excepting the 
Gatineau Power Company, are something 
in excess of $125,000,000 and the common 
and preferred stocks, representing the equi- 
ty junior to the present issue, have a cur- 
rent market value of approximately $55. 
000,000. These debentures which are call. 
able at 10214 through October 1, 1929, and 
at lower prices thereafter, are convertible 
after April 1, 1927 into 7% cumulative 
preferred stock at par, and they carry at 
the same time to right to purchase, prior 
to October 1, 1928, one share of common 
stock at $50 per share for each $1,000 of 
Debentures. 


We believe these bonds will constitute 
a satisfactory business man’s investment 
though for more conservative purposes we 
would prefer the first and refunding 5s 
or 6s of 1955. The potential value of the 
conversion privilege will depend largely 
upon the completion of the company’s pres- 
ent development program, and the results 
achieved immediately thereafter. 

Inasmuch as holders have a call upon but 
one share of the common stock not much 
appreciation can be looked for from this 
source, though it is possible that before 
the expiration of the conversion privilege 
that the preferred will sell substantially 
above parity. 


Public Utilities 


$3,225,000—Ture New RocHELLE WATER 
Company First Mortgage 5%s of 
1951 at 100 to yield 5.50%. 


The New Rochelle Water Company sup- 
plies water service to the City of New 
Rochelle and adjacent communities includ- 
ing Bronxville, Tuckahoe, North Pelham, 
and Pelham Manor, all of which are lo- 
cated in Westchester County suburban io 
New York City. This territory is largely 
residential and the highest stability of de- 
mand can therefore be assumed, The popu- 
lation of the territory served moreover is 
expanding at a rapid rate and as a result 
the growth of the Company has surpassed 
that of the majority of similar utilities, its 
gross earnings for the year ended Sep- 
tember 30, 1926 being $658,555 as against a 
figure of $360,494 for the year 1920. For 
the year to September 30 last the balance 
available for interest amounted to $311,960 
as against interest requirements of $177,- 
375, on this issue which constitutes the en- 
tire mortgage indebtedness. This is a ratio 
134 times, which is below the average, but 
due to the indispensibility of the services 
provided, and the stability of the territory 
served, we believe that an adequate margin 
of safety is afforded and can recommend 
the bonds for general investment pur- 
poses. 


$2,100,000—Proptes Licut & Power Cor- 
PORATION First Lien 5%s of 1941 at 
9514 to yield 5.95%. 

The Peoples Light & Power Corporation 
is a recently formed holding Company con- 
trolling and operating public utility proper- 
ties widely distributed geographically, in- 
cluding operating utilities in Minnesota, 
Iowa, Washington, Oregon, Arizona and 
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Vermont. These bonds together with $3,- 
500,000 already outstanding under the same 
mortgage, will be secured by a pledge of 
all of the outstanding bonds and stocks of 
subsidiaries and will constitute the only se- 
cured debt of the Corporation and its con- 
stituent companies. The latter including 
certain properties to be acquired have a 
present appraised value of $12,000,000, the 
junior equity being represented by $1,277,- 
700 of 7% cumulative preferred, 25,000 
shares of Class “A” common and 26,000 
of Class “B” common. Net income for 
the year ended July 1, 1926 was $735,063 as 
against interest requirements of $308,000 
on the first lien bonds. This shows a 
rather good margin of safety due to the 
fact that there is no minority interest 
enjoying the prior claim on any revenues 
of subsidiaries. As a medium-grade bond 
we believe this issue qualifies for general 
investment purposes. 


$1,500,000—OurEeNns Boroucn Gas & Etre- 
tric ComPpANY Refunding 5s, 1955 at 
9914 to yield 5.03%. 

This company furnishes electricity and 
gas to a portion of the City of New York 
and adjacent Long Island Suburban com- 
munities; the stock being owned by the 
Long Island Lighting Company. Like most 
companies operating in the metropolitan dis- 
trict it is regarded as being characterized 
by a large and consistent growth. For 
the twelve months ended August 31, the 
net income available for interest amounted 
to $1,024,133 as against total interest 
charges of $317,500. This is a very satis- 
factory margin of safety indeed, and from 
the standpoint of security and equity as 
well, the bonds qualify as a high grade 
investment and can be recommended as 
a desirable purchase at the offering price. 


f. 


Moody on Election 

Moody’s Weekly Review of Financial 
Conditions in its current issue says in 
part: 

“The election means nothing financially. 
There was no wave of radicalism, and 
even if the Senate should go to the Demo- 
crats, the point would still be that a 
Congress divided against itself is power- 
less to do financial harm. 

“Presumably, then, the security markets 
will respond to business factors and follow 
their natural course. Such a course for 
the bond market would doubtless be a 
continued upward trend based on the 
plethora of capital, and interrupted only 
by occasional reactions. 

“For the stock market the normal is to 
reach the theoretical ceiling before any 
serious ‘decline; and this ceiling is that 
level at which stocks as a whole yield 
about % to % point less than competing 
bonds—referring to new issues. In order 
to reach such a level, stocks would have 
to rise into new high ground, but possibly 
this may happen before next Summer.” 








To Split May Stock 
A special meeting of stockholders of 
the May Department Stores has been 
called for November 23 to vote on a pro- 
posal to change the common stock from 
an authorized issue of 520,000 shares of 
$50 par to 1,200,000 shares of $25 par. 
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Of the new common, 1,040,000 shares 
will be exchanged for the 520,000 shares 
of old common, Of the remaining 160,000 
shares, 104,000 will be offered to stock- 
holders of record April 5, 1927, at $55 per 
share, each stockholder having the right 
to subscribe to one share of new stock for 
each ten shares of old held. 

The remaining 56,000 shares of new 
common will be set aside for sale to 
employes. The directors further decided 
to call for redemption as of April 1, 1927, 
all outstanding preferred at $125 a share, 
provided the stockholders ratify the com- 
mon stock plan. 

The dividend rate on the present com- 
mon was increased from $1.25 quarterly 
to $2 quarterly, and it is the directors’ 
intention to continue this $8 annual rate 
until the new common stock is issued. 


0) 





More Quarterly Reports 

A large number of corporations whose 
shares are listed on the New York Stock 
Exchange have acquiesced in the sugges- 
tion of President E. H. H. Simmons that 
more frequent financial statements be pub- 
lished for the information of stockholders, 
according to a report made by the Listing 
Committee. 

In response to the plea which President 
Simmons made on May 25 in a letter 
addressed to 577 companies whose’ securi- 
ties are traded in on the Exchange, 428 
replies have been received and the response 
in a large majority of cases is described 
as “satisfactory.” 

Companies to which President Simmons 
addressed his appeal included mining, oil 
and other industrial enterprises, utility 
companies and railroads. The answers 
have been coming in for some months. 
Representatives of the Exchange said that 
the “tenor of replies was generally favor- 
able.” 

The Stock List Committee has been 
insisting, in passing upon new applications 
for listing, that the applicants agree to 
make quarterly reports. In the past there 
has been no such requirement. The new 
policy, it is understood, is not such as to 
bar the listing of securities in all cases 
where this requirement is not met, but 
the Exchange is not permitting any depar- 
ture from the rule unless convincing rea- 
sons are given as to why a company finds 
it impossible to comply. 

The compilation which the Stock List 
Committee is making at this time gives 
the first complete figures available in some 
time as to the character of reports made 
by companies. The last published figures 
showed that 242 companies out of 957 
listed companies were making quarterly 
reports, 79 were making semi-annual re- 
ports, 339 were making only annual re- 
ports and 297 companies had no agree- 
ment with the Exchange with respect to 
reports. Of the 297 that had no agree- 
ment with the Exchange, 212 railroad and 
express companies are required _by the 
Interstate Commerce Commission to make 
frequent statements, and 41 utility com- 
panies listed as having no agreement with 
the Exchange are required by the Public 
Service Commissions of the various States 
to publish reports. 

















ODD LOTS 


help in planning 
investments 


The advice of financial 
authorities to diversify 
holdings is simplified for in- 
vestors by odd purchases. 
We execute odd lot or- 
ders with the same careful 
attention as larger orders. 
Our Information Depart- 
ment will be glad to assist 
in your investment plans. 
Ask us freely about present 
or prospective holdings. 


Let us send you our free booklet 
A Suggestion to Investors” 





Ask for K-1 


(FisHOLM & (GHAPMAN, 


Members New York Stock Exchange 


52 Broadway, New York 
Telephone Hanover 2500 


Widener Bldg., Philadelphia 
Telephone Rittenhouse 1157 






































char 100 Years of Commercial Banking 
SHENy’ © CHATHAM PHENIX 
@ nate 
Nnowse0* — Resources over $250,000,000 
Thusrcoeal ~=— 149 Broadway, Singer Bldg. 
Branches from Battery to Bronx 























Market 
Trends 


are one thing, but that of indi- 
vidual stocks quite another. 


. A man may be correct on the 
market but lose money by his 
selection of purchases 


We Successfully 
Analyze Trends of 
Individual Stocks 


Copy of weekly letter on request 


PRATT’S 
STOCK TRENDS 


272 Pelton Avenue 
Staten Island, N. Y. 
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1,000 Shares 
United New Jersey R.R. & Canal Co. 


10% Stock 
Dividends guaranteed for 999 years by 


PENNSYLVANIA R. R. CO. 
Moody’s Rating Aaa 


The United New Jersey Railroad & Canal Company owns the 
Pennsylvania main line between Trenton and Jersey City, together 
with practically all other steam lines of the Pennsylvania System 
in northern New Jersey, including the valuable terminals. 


The entire Pennsylvania R. R. System is dependent on 
the United New Jersey Railroad & Canal Company 
to reach Newark, Jersey City and New York Harbor. 


_ Descriptive circular with map upon request. 
Price upon application. 


Adams & Peck 


Guaranteed & Merger Stocks 


20 Exchange Place New York 
TELEPHONE BOWLING GREEN 5480 

















Unless Barnum Was Right! 


Watch Your Perhaps why I am so enthusiastic about 
THE FINANCIAL Wor tp is that I just made 


$351.25 net on an investment of $1,240; 














besides I got 8.1 per cent in dividends all 
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it 


back towards that basis? Are they 


again sell to yield 3344-5%. 


the time I owned it. I also have five 
other investments that pay me about 7 per 
cent, which I hope to make something on. 
I do not gambie on the market but I in- 
vest and get the stock outright. I try to 
invest in a growing proposition. I know 
that Mr. Guenther is no prophet and I 
know he does not claim to be, but I also 
am satisfied that he knows more than I do 
and above all, I think he is “on the 
square.” As Tom Sawyer said, it “sounds” 
that way. Why a man will invest his 
hard-earned money without posting him- 
self first the best he can, I do not know, 
Before the war high-grade railroad unless Barnum was right! 


stocks were habitually considered as Joun E. BRADLEY. 
sound as a good bond. They sold a R i 
to yield 33%4-5%. Tell your friends they need it.” 


Pennsylvania Railroad in 1902, 
paying $3, sold at 85—to yield 
34%4%. Paying a smaller dividend 
than now it sold 29 points higher. 
Are the high-grade railroads working 








Northwestern Rails 
(Continued from page 609) 





likely over the next few years to m 


600,000 of Northern Pacific stock, each 
i iaalitiliialii share of the latter would receive one-tenth 
oaitiee-andiinn- on of a share of Northwestern Improvement 
this subject available Company stock. As stated before, it is 

impossible to determine what the actual 
value of this subsidiary is, but the stock 
would probably not have a market value 
of less than par, or $10 for each share of 
wIANCIAT sates Northern Pacific. Assuming that valua- 

PR tion, however, Northern Pacific would sell 

120 BOYLSTON ST. BOSTON ex the stock dividend at about 67, based on 
Send Free Bulletin SW-4-44A present quotations, whereas Great Northern 

is selling at about 77, Both stocks are now 
paying $5 annually. After the dividend 
would the issue be worth ten points less 
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current earnings, yes. Let us see, though, 


how each road’s earnings are progressing. 
with an eye to determining probable future 
profit levels. For the first eight months oj 
1925 Great Northern reported net earning; 
(after rents, taxes, etc.) of $12,075,964. 
for the corresponding period of 1926 this 
figure is $13,757,506, or an increase of 138 
per cent. Northern Pacific’s net for the 
first eight-month period of 1925 amounted 
to $8,886,486 and for the same period of 
1926 amounted to $12,167,248, or an in. 
crease of 37 per cent. Northern Pacific jg 
receiving no income from its investment in 
Northwestern Improvement Company, and 
as a result that subsidiary’s profits do not 
show up in the road’s income account. Con- 
sequently, in view of the earning trends of 
the two roads we believe that Northern 
Pacific stock without its equity in the 
Northwestern Improvement Company is 
worth equally as much as Great Northern 
stock. 


Merger Seems Equitable 


In view of the above facts, then, it 
would appear that upon a merger of the 
roads into one system, after the segrega- 
tion of the Northwestern Improvement 
Company, a share for share exchange of 
Great Northern and Northern Pacific 
stocks for shares in the new system would 
be equitable. Assuming that exchange 
basis to prevail, let us see what the share 
earnings of the new system would be, 
based on estimated 1926 operations and in- 
cluding in the system Northern Pacific, 
Great Northern, Chicago, Burlington & 
Quincy, Colorado & Southern and Spokane, 
Portland & Seattle, which latter road is 
jointly owned by Northern Pacific and 
Great Northern, 


Spokane, Portland & Seattle has been 


operating at a deficit in recent years, its § 


loss in 1925 amounting to about $1,500,000. 
The road’s operations this year, however, 
have shown such substantial improvement 
that it is expected that the line will be self 


supporting in the future. For our purpose 


we will disregard any probable profit which 
may arise from this source. 


Based on earnings for the first eight f 


months in 1926, with the remainder of the 
year estimated and allowing for normal 


variations of both gross and net, it is ex- 


pected that the remainder of the lines com- 


prising the new system will show earnings Ff 


for the full year as follows: Great North- 
ern, $23,647,000; Northern Pacific, $21,- 
080,000; Burlington, $23,917,000; Colorado 
& Southern, $4,340,000. We will assume 
that Burlington has chosen the alternative 
of guaranteeing 4 per cent dividends on 


Colorado & Southern preferred and 6 per f 


cent on the common, which is outstanding 
in the hands of the public. Deducting those 
dividend requirements and Burlington divi- 
dends to Northern Pacific and Great 
Northern, we have about $11.00 per share 


of stock of the new system. But, as 2p 


unified system, because of possible econo 


mies and savings thereunder, this amount of F 
share earnings would be very materially fF 
increased, and as time goes on, with the 
further development of the Northwest ter- f 
ritory, it is to be expected that the sys-f 
tem’s earnings will show a natural growth > 

An exchange of Great Northern and 
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Northern Pacific stock on a share for share 
basis for stock in the new system and the 
elimination of inter-company owned securi- 


' ties would give the new company the fol- 


© fowing capital structure: 





© Funded debt $895,146,115 
> Cl. & Sou. 4% gtd. pfd......... 9,791,300 
' Col. & Sou. 6% gtd. com......... 7,400,000 
» Common stk.—new company 496,916,500 

Total capitalization ..............$1,409,253,915 


Total capitalization, then, would com- 
prise about 63 per cent funded debt and 
37 per cent stock, which is a very satis- 
factory ratio. 


It will be remembered that when Great 
Northern and Northern Pacific were earn- 


' ing about $11 per share of stock those 


roads were paying out $7 per share in 
dividends. Based on estimated 1926 re- 
sults and without considering the economies 
which will be realized under unified con- 
trol, the new system will be able to show 
slightly more than $11 per share and con- 
sequently it is reasonable to assume a $7 
dividend rate on its stock. On a basis of 
those dividends and earnings a most con- 
servative estimate would place the market 
valuation of the new stock at about $110 
per share. It is this stock into which Great 
Northern and Northern Pacific would be 
exchanged on a share for share basis. 


Substantial Dividend 


It must be remembered that this merger 
will not be consummated over the next 
month or so, but will probably require sev- 
eral years to complete. In the meantime 
an owner of either of the stocks will be 
receiving a dividend yield of about 6.5 per 
cent on the basis of current price. Upon 
completion of the consolidation on the 
terms specified, however, his yield will have 
increased to about 9.1 per cent on the pres- 
ent purchase price. 


With such probable profits in sight on 
the present shares of the nuclei of the new 
system, which one of the two issues pre- 
sents the better profit possibilities? It will 
be remembered that we have exchanged the 
stock of Northern Pacific for the new 
shares after distributing the stock of the 
Northwestern Improvement Company. 
Each share of the rail stock has at least 
$10 of the subsidiary equity behind it, and 
it is to be expected that this issue would 
sell at an advance of that figure over the 
price of Great Northern as the time ap- 
Proaches to cut that melon. Then, in ad- 
dition to a market advance of 33 points 
from its present price of $77 to our esti- 
mated value of $110 for the new stock, 
Northern Pacific stockholders would have 
received their one-tenth of a share of 
Northwestern Improvement stock. What 
this stock will be worth it is impossible to 
state, but valuing it at par is an ultra- 
conservative course. Northern Pacific, 
therefore, appears to be more under-valued 
than is Great Northern, although both is- 
Sues are selling at a very substantial dis- 
count from their true investment and spec- 
ulative worth. 
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International Securities Trust 
OF AMERICA 


A MASSACHUSETTS TRUST 


First among American Investment Trusts 


Resources over $18,000,000 


Why the Investment Trust Bond? 
No.2 UNIQUE PROTECTION 


Because—International Securities Trust of America, 
at the time of issuing any bonds, must own assets of 
cost value equal to at least 180% of the par vatue of 
the new and outstanding bonds, after the deduction of 
all other indebtedness. 


Furthermore, the collateral held by the Guaranty 
Trust Company must always have a market value 
of at least 115% of all bonds outstanding. A bond 
interest reserve fund, accumulating to five times the 
annual bond interest, is set up from earnings before 





First National Bldg. 
Boston 








the payment of preferred dividends. 


Series D due June 1, 1933 at price to yield about 5.50% 
Series E due June 1, 1943 at price to yield about 5.60% 


Send for Booklet 1-F W-25 


American Founders Trust 


A MASSACHUSETTS TRUST 


_—_ 


50 Pine Street 
New York 





























Down to Bed Rock 


(Continued from page 605) 








with defined earning trends, and possibili- 
ties of growth or impairment. 

This is the basic position to assume. It 
reaches down to the bed rock on which 
the caissons of a market rest. 

When once on this sound premise one 
will not consider the market as a whole as 
controlling the destiny of investment 
values. He will consider it simply as the 
vehicle through which a true expression of 
values is eventually obtainable. 

In so doing the market is placed in its 
proper position as the reflector of values, 
not the maker of them. 


To thoroughly appreciate the function of 
a market it is necessary to properly under- 
stand what capital is, and what is its 
principal employment. We all know that 
capital, or money, is a commodity used for 
gain, either through the purchase of in- 
come, or the enhancement of values. 


That being the case then it makes the 
market. Once this differentiation is clear- 
ly marked then it becomes possible to avoid 
the mistake of putting the cart before the 
horse, that is the market first, values after- 
wards. 


The avoidance of this fallacy will also 
eliminate that costly blunder which is so 
frequently made by investors through mis- 
interpretating transitory and meaningless 


VUDOANUERANTRUUOENENNEHODEsONA 
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price fluctuations in stock market prices. 

The bed rock of understanding a mar- 
ket is the fixed knowledge that capital is 
the axis around which quotations for se- 
curities will always rotate. From this true 
basis of appraisals of values no artificial 
manipulation can permanently deflect prices 
for in the end they will gravitate back to 
this water level which is always expressive 
of the intrinsic worth capital has estab- 
lished for them. 


Without capital there could be no values. 
Without values to deal in there would be 
no markets. For that reason it is but 
natural that the rise and fall in security 
prices results from the flood and ebb of 
capital into values as they are determined 
by their defined earning power. 


It is this underlying force that governs 
in the final analysis the definite trend of 
values, and market fluctuations are merely 
the symptons tracing their movements. 


As capital never remains idle it explains 
the variability the market so often reflects. 
It continuously seeks profitable employ- 
ment, whether in bonds, or stocks, what- 
ever are the existing conditions. Due to 
the mobility of its movements the market 
is never wholly stagnant. It is always 
stirring itself in some part, or in some 
direction, which is but natural in a nation 
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10 SHARE 


and upwards 





can be purchased through us 
for cash or on a conservative 
marginal basis. 


The many advantages Odd Lot 
trading offers to both the large 
and small investor are outlined 
in an interesting booklet. 


Copy furnished on request 


Ask for F.W.-267 


100 Share Lots 


Curb Securities Bought or Sold for Cash 


John Muir & (> 


Members 


New York Stock Exchange 
New York Cotton Exchange 
Associate Members 
New York Curb Market 


61 Broadway ‘New York 


























STOCKS 


Carried on conservative margin 


H. F. McCONNELL & CO. 


Members New York Stock Exchange 
(Established 1908) 
150 B’way, N. Y. Tel. Rector 2100 
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Union Oil Co. 


CALIFORNIA 


to develop 
properties of the 
































Pantepec Oil Co. 





VENEZUELA 














Pantepec’s total concessions 
exceed 3,000,000 acres. 

















Pantepec Shares traded in on 
New York Curb Market 

















Descriptive circular will be 
mailed upon request 


A. A. Housman- 
Gwathmey & Co. 


Members New York Stock Exchange 
11 Wall Street New York 






























































whose interests are so diversified, and 
whose wealth is so vast. 


So we find once we understand the 
causes influencing markets the reason why 
certain securities move in opposite direction 
to others. These contrary tendencies 
plainly indicate that the mass of capital has 
come to the conclusion that better oppor- 
tunities for profit have shifted from one 
to the other. 


Such a trend the present market clearly. 
reflects despite the tendency of newspaper 
headlines to create the impression that it 
mirrors a general reaction in business. 
Several times THE FINANCIAL Wor.p has 
pointed out that while certain securities 
have established a new low price for the 
current year there have been others that 
have set a new high mark for themselves. 
We need no more conclusive evidence than 
these facts to show there is no market 
other than what is established by values. 


Throughout 1924 and 1925 when the 
motor stocks, and other specialties were 
moving upward, each reflecting the in- 
creased prosperity prevailing in their in- 
dustries, other basic industries, in which 
connection sugar, agricultural, copper and 
railroads, can be cited as outstanding ex- 
amples, either were reactionary, or back- 
ward in joining the upward movement. 


Investment capital was not then con- 
vinced that the trend toward improved 
earning power had definitely set in for 
these industries. Yet, at the time the gen- 
eral market was described as a bull mar- 
ket. It certainly was not for these groups 
of securities. 


A Remarkable Parallel 


I can recall a remarkable parallel to the 
present market in what took place in the 
years 1900 and 1901. Superficially the mar- 
ket of those two years was considered re- 
actionary in its tendencies. But in looking 
back upon it the tendency was extremely 
constructive for the railroads while it was 
the opposite for the industrials. How 
marked was this difference in viewpoint 
as expressed by stock prices is indicated 
by the graph of Dow Jones, which shows 
that 20 railroad stocks moved from an 
average price around $50 to as high as 
$120 between the years 1897 and 1902, 
whereas twelve industrial stocks in the 
same period of time moved only from $40 
to nearly $70 and in 1900 dropped sharply. 


No other dominant influence than a 
greater appreciation on the part of capital 
that in railroad securities was to be found 
more opportunity for gain was responsible 
for this conflicting trend. 


It would be more accurate to say that 
the market of that period was more dis- 
criminatory of actual and potential values. 
In that respect the present market is not 
dissimilar, 

To further prove that it is not the mar- 
ket that the intelligent investor should fol- 
low as a guide to profitable commitments, 
so long as the principle of diversification is 
employed, but first, last and all the time, 
values. The results secured from shifting 
from overvalued securities into undervalued 





AVERAGE PRICES 
TWENTY RAILROADS 


(UPPER WEAVY LINES ) 


TWELVE INDUSTRIALS, 


KLOWER LIGHT LINES ) 





securities in 
THE FINANCIAL WorLpD made during 1926 
is interesting and illuminating. 

This table reveals that the thirty-one se- 


thirty-one recommendations 


curities recommended for transfer into 
others showed an average loss of $22.37. 
On the other hand the 31 recommended in 
their place have recorded a net gain of 
$148.62. 

Here was a total net difference in prices 
of $171, a difference for which increased 
values were entirely responsible. . 

This increase in market value was es- 
tablished contrary to the general impression 
that the stock market for the year 1926 
was reactionary, a view created by numer- 
ous low levels reached by a large group 
of securities. 

How superficial are these impressions 
can be determined by what the actual facts 
record as illustrated by these exhibits of 
Tue FINANCIAL Wor.p to establish its 
contention that values rule the market, 
not the market values. And that investors 
should study values and leave the market 
to interpret them, which it will do, if the 
proper patience is only exercised. 


L) 
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Satisfied with Service 
I note that the past few weeks you 
have been publishing a list of bonds called 
for redemption. I consider this a very 
valuable feature and hope you will con- 
tinue it. 





Kart H. KuNKEL. 
*x* * * 

“Have been a subscriber of your maga- 
zine for two years and am perfectly satis- 
fied with results.” 

Hyman A. Frank, D.D.S. 
* * * 

Think your publication is a “money 
maker” for the little fellow who does not 
know anything about the market. 

F, E. BuDDENHAGEN, 


“Tell your friends they need it.” 
The Financial World 
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Guenther’s Appraisals of Listed Stocks 
Will Help You to Avoid Costly Mistakes 


and to Make Profitable Investments 


fa EtEeeeee, there is only one way to secure this invaluable ready reference inves- 
tor’s book, revised and issued each month, and that is to become a yearly sub- 
scriber for THE FINANCIAL WORLD’S COMPLETE INVESTMENT SERV- 
ICE—unsurpassed at any price. 


For Only $10 Per Year You Will Receive 


(a) The Financial World each week (52 money-making issues) 
(b) Guenther’s Monthly Revised Appraisals of about 900 Listed Stocks 
(c) Confidential Advice Service by letter on your personal investment problems 







































































































































































Stock 1926 
| 2 ry YeatBarnings | Period Earnings —_ = a jpisgued Funded 1925 
Symbol) | Val. 1924 $ 1925 1925 $ 1926 | Div. ay syable hares e High | Low | High | Low 
MOW | Montgomery Ward.) B -| Reports igventory loss 1,141,251 5,750,000 | 84%) 41 82 56 
MOO | Moon Motors.....| B Earns. drop sharply 180,000 None 42 22%| 37%| 19% 
MOR | Mother Lode...... 8 Impr. earns. cut into by large charge offs ! 6 7% 5% 
MPX/ Motion Pic. Capital] C Must still show earning capacity 464 19%} 23 15% 
MMR to-Meter “A"”..| B Acquires National Gauge & Equip Co. ,000 40 53 33% 
MRW/ Motor Wheel...... 8B Earnings drop off sharply 000 18 33 20% 
MNS | Mullins Body..... c .| Earnings show slight decline ,000 13 19 11 
MUN ingwear...... B 1926 Prospects more encouraging 000 30% 38% 34% 
MUY | Murray Body..... Dd Reorganization plan adopted 829 5%) LK) 3 
NSS | Nash Motors...... B Could further increase dividend 193%} 66 52 
ace National Acme. ... S sd Earning outlook uncertain et” bane a4 % 
NCR(Nat.cashReg.cum ADB | n |(5.94} (7.10Mb-3.51b-2-85) 3 |QJa. a5((Mall yearearningsfall behind» | 1,100,000 | None |......|...... 54° | 38 
NKS C ~ ~ = Cc PiSsiness 49%) 57 20% 
NPT | Nat. Dairy Prod...| B Growing factor in dairy field 42 80 
NX | Nat. Dep. Stores...| C Must show earning power 38 42%| 25% 
NAD ational Distillers.| D -| Outlook appears improved 29 34 12% 
EGK | Nat. Enameling...| C 2. Earnings beginning to show gains 40 21% 
tT ational oo & \. Had splendid year. Could incr. div. 13844| 174 138 
NPL | Nat. Pow. & Lt....| B Earnings 8 expan nding Hee 38 ists 
NSC | Natl. Supply...... A 5.7 L . ons hb earnings 54%| 71% 
NSU | Nat. Surety...... A 5 (Biv increased as appraisal indicated 4 227 8 
NTY | National Tea A 9.22 9. . Cres 1 119 
NV_ | Nevada Cons. Cop.| © 84 ; Bi Acquires ss Ray. "Earns. imp. on merg. “atks. 11%) 14%) 11% 
NTW | Newp. News & H c 5 . 52 lll or 
AB N. Y. Air Brake B i 4. iv. increased as appraisal indicat 31 46 3634 
NRS | N. Y. Canners. A ¥ 4.09 eariine 31 84 32 
OK | N. Y. Dock. LC 1.58 . |. « =| More aggressive mgt. takes hold 18 45%| 32% 
NRY| N. Y. Rys. Corp Din Nil Nil | a-1.03 |.. ++ «J+ +. + «| Reorg. Must proveearning power | 90,200 | 25,535,472 |......|...... 20%| 6 
NRR/| N. Y. Rys. Part tS ers ll) Re eG, Aen Distributes assets in form of bonds 262 315 255 
NST | N. Y. State Rys...| D| 100) 4.05 2.68 | b-1.76 | b-1.20 |.. aio Not making progress. Pfd.div def 21 28% 
NF | Niagara Falls ~~ Aj 2 2.44 2.51 | b-1.18 { b-1.25 | 2 8 ir Mr. 15) Excellent future ahead 27 54).-..-0]-0 ‘3° 
NA _| North American...| A 10} *3.49 | $3.40 |. . «]e «22. [410% , 41 67 
NRT orwalk Tire... ...)D| 10 Nil 2) c-Nil |... ‘asses div. as appraisal! indicate 12 15 A: 
NNY unnally (Candy) ae: & 1.19 1.47 b-44c b-77c 1.50 re & D3 7 8 17 % 
10 a First quarter. b Half year. c Three quarters. Otherwise annual earnings #In stock *1925 Fiscal year. $1926 Fiscal year. tAlso extras. §Before deprec. or/and deplet. {Stock selling high. 
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How To Judge the Real Value of Listed Stocks 


GUENTHER’S INDEPENDENT AppRAISALS of Listed Stocks have been so greatly improved that they are now indispensable 
to any investor. It is now possible to judge the value of a stock far more accurately than heretofore. 


Suppose, for example, that you are thinking of buying National Cash Register. By referring to the sample page 
above you will find: we give this stock a rating of “B”; it has no par value; it earned $5.94 per share in 1924; it earned 
$7.10 per share in 1925; it earned $3.51 in the first half of 1925 compared with $2.88 in the first half of 1926. Dividends 
of $3 yearly are being paid at present on a quarterly basis beginning January 15. 


Besides this information you will note, too, the Appraisals also tell about s4° 
the earnings and dividend prospects, the number of shares outstanding and the Make and Save Money by Mailing 
amount of funded debt and also high and low prices for the past two years. this Coupon Today 
Remember the Appraisals show each month all the important available data a 
regarding about 900 listed stocks and the information is carefully revised up to ‘i 


the time each issue goes to press. The Financial World N.6 


You can see what a big advantage it is when you are considering the pur- 53 Park Place, New York 


chase or sale of stocks to get such a full survey of all the vital factors that 
determine values. The comparisons of yearly earnings and period earnings are 
invaluable because of the importance of the earning trend and its relation to 
market price. 


Please enter my subscription to your 
Complete Investment Service for one 
year. It is to include: 

(a) 1 yearly subscription to THE 
FINANCIAL Wort (issued 
weekly). 

(b) 1 yearly subscription to GuEN- 
THER’S APPRAISALS (issued 


Up to a few years.ago $10 a year was charged extra for a year’s sub- 
scription for GUENTHER’S APPRAISALS alone. Due to quantity production it is 
now possible to include a monthly copy of these Appraisals without extra cost 
to every FINANCIAL Wor tp subscriber. 


THe FinancrAL Wortp every week together with Guenther’s Appraisals monthly). 
each month afford the investor a complete Investment Service. Both are very (c) Free Confidential Advice Service 
valuable but one is not complete without having the other. That is why by letter. 


it is so important to become a subscriber. The privilege of writing for our 
Confidential Investment Advice is also available only to subscribers. 


“Tell Your Friends They Need It.” 


Name 





A‘ddress 
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—6/, and 6%— 
Choice 


First Mortgage 
Investments 


GEORGE M.FORMAN 
& COMPANY 


Investment Bonds Since 1885 


112 West Adams St., Chicago 
100 E. 42nd St., New York 
Pittsburgh St. Louis Indianapolis 
Minneapolis Des Moines Springfield, Ml. 
Peoria, Il, Lexington, Ky. 

San Francisco 











INVESTMENTS 


A First Mortgage on a good farm, 
or improved city property, is a plain, 
unadorned, understandable investment. 
Upon request we will send descriptive 
pamphlet ‘I’ and offerings. This busi- 
ness was established in 1883—and our 
aim is to be ultra-conservative in our 
recommendations. Correspondence with 
careful investors invited. 


E. J. LANDER & CO. 


Investment Securities 
Grand Forks, N. Dak. Established 1888 
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Investors Everywhere | Use 
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ACTS 


On The Out'ool 


NOW! 


1. Stocks have experienced 
large declines. 

2. Bear prophets are becom- 
ing more numerous, 

3. Bulls advise purchases for 
a further sharp recovery. 

4. The Tillman method fore- 
casts each short swing of 
the market. 


Explanatory booklet offered to 
you without charge. 











Titman URVEY 
Nottingham Bidg., D-44, Boston, Mass. 
caccept your free offer: 


Name 


Address, 
“OUIRIES WILL NEVER BRING * SALESMAN 




















BY C.M.HARGER 


Outlet for Loans Fa 


members will raise the money and its 
loans in these directions have been suc- 





HILE there is always the prob- 
W lem of finding a sufficient supply 

of gilt-edged loans there is also 
the problem of finding a sale for the securi- 
ties after they have been written. The 
mortgage loan agencies, often practically 
one-man concerns, scattered all over the 
farm country must in order to transact 
a lucrative business have an outlet for 
securities. It must know when it writes 
a mortgage that it is going to furnish the 
borrower with the money promptly. To 
secure this outlet the usual plan is to 
have a connection with a line of savings 
banks, trust companies or life insurance 
companies that are in the market for real 
estate loans. The company may not al- 
ways have the funds on hand for taking 
up all the loans offered, in which case 
the local broker takes the loan to the 
bank, borrows with it as security and a 
draft due on the date that the company 
will take up the loan is written and pre- 
sented by the bank when the date arrives. 
This enables the borrower to get his 
money at once. One insurance company 
has in the past thirty years invested 
through such correspondents upwards of 
300 million dollars in farm mortgage loans, 
and the net return has been slightly above 
5.9 per cent. Nota dollar of principal has 
been lost; though there have, of course, 
been individual losses the gain of princi- 
pal in other loans have more than wiped 
out the loss. The duty of the correspon- 
dent loan agent is one that calls for strict 
integrity and for care in making loans. 
The insurance companies send out fre- 
quently their own inspectors who look 
over the loans and reject any within a 
stated time that prove unsatisfactory. 


Seeking Good Firms 


Just now the insurance companies and 
large trust companies that are seeking 
loans are looking for connections with 
local agents that can deliver the goods and 
those that have a record of successful loan 
making through a series of years. Un- 
questionably there is a wide variance in 
the kind of loans that companies will make. 
For instance, some investors will have 
nothing to do with lodge buildings, 
churches and hotels in the small towns. 
Others are complacent toward these loans. 
One trust company that has made a most 
enviable record in its mortgage business, 
both rural and urban, places the lodge 
building on the same basis as any other 
property and holds that seldom does either 
a lodge or a church allow its property 
to go to foreclosure. In some way the 


cessful. Generally, however, the inves- 
tor is not eager for such loans, feeling 
that the procedure of foreclosure, if neces- 
sary, would bring ill feeling on the part 
of the membership. Hospitals are also 
usually not sought as risks yet one com- 
pany has found such properties where well 
located good loans and have made accom- 
modations freely. So the field has its 
wide variance in the minds of the loaning 
agencies and different theories are pos- 
sessed as to the desirability of certain 
classes of loans, 


Uniform Loan Laws 


The recent meeting of the Mortgage 
Bankers Association adopted this reso- 
lution: “Experience having demonstrated 
the practical advantages of uniform laws 
governing ordinary business processes in 
the several states, Resolved, that we favor 
uniform laws mortgage forms and the 
enactment of uniform state laws and pro- 
cedure in the foreclosure of mortgages.” 
The demand is one that is entirely war- 
ranted and which should have the hearty 
support of everyone interested in the loan 
business from any angle. The effort al- 
ready made through the committee of the 
bar association for stabilization of laws 
has thus far made little effect on the legis- 
latures. A model mortgage law was 
framed at one time and was outlined in 
the FINANCIAL WorLp. But it has not yet 
made headway in the states as it should. 
The wide difference between the states in 
this regard is a constant source of an- 
noyance and, in some instances, it is a 
distinct loss to the borrower where the 
conditions are less favorable for the in- 
vestor than in some adjoining common- 
wealth. Take a state with a deed of trust 
law which gives to the investor in a real 
estate mortgage prompt possession of the 
property in case of default and with a 
minimum of expense and it attracts in- 
vestment. It is a positive invitation to the 
investor, giving him every opportunity to 
protect himself and thus be sure of his 
principal and interest. But a state with 
complicated laws allowing long period of 
redemption and opportunity to harass the 
investor for months after default has a 
detriment to its own people. It makes the 
rates for money higher, or what is the 
same thing it limits the amount of the 
loan, and throws around the proceeding 
such complications that it prevents the 
investor from getting the opportunity to 
which he feels he is entitled. The legis- 
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latures of the various states are now 


| elected and the loan agencies and the vari- 


ous interests concerned in obtaining money 
for loans at the lowest possible rate can 
secure betterment where such is needed 
py acting in unison. If the matter of a 
yniform mortgage law is pushed by those 
who understand the situation and are fa- 
miliar with the reasons for sound legisla- 
tion in that direction we shall get far more 
workable laws. 


Simplicity Is Needed 

The tendency in all legal papers is 
toward simplicity. The old time insurance 
policy was so filled with fine type that the 
average policyholder could not tell ex- 
actly what was his risk or protection. The 
modern policy is a short form and in the 
simplest of language. Likewise mortgage 
papers are far simpler today than of old 
but they can be made simpler yet and a 


| uniform blank that would be the same for 


all the states would be a distinct advantage 
to the business. Likewise the laws for 
the foreclosure redemption might be made 
simple and definite with uniformity that 
would give to the investor a clear path to 
the protection of his security. That is 
what he wants and it is something that 
has been lost sight of by some of the 
states in their eagerness to make it easy 
for the borrower and give him what is in 
effect an advantage, 


Following the Land Banks 


In many of the farm country papers 
are seen advertisements of loan agents 
saying that they are making loans on ex- 
actly the same terms as to amortization 
and interest as the land banks of the local- 
ity. This is evidence of an effort to meet 
the competition of the federal banks with 
an elimination of the red tape that in- 
cludes the buying of stock in the latter. 
The local agents make the loan directly 
and for 34 years with the same privileges 
as the land bank. Then why do they not 
get all the business? One agent who is 
making such loans explained: “Somehow 
there is always a considerable number of 
people who think the government is a lit- 
tle better than any individual and that 
like to do business with it. They do not 
get better terms—though I do believe that 
the land banks loan to a larger portion of 
the value of the land than I can do. We 
hold our loans strictly to 60 per cent 


| of a careful appraisement and we have 


lost customers among farmers because 
they could get more from the land bank 
than we would loan. However not every 
farmer wants to loan to the limit. He is 
trying to get along these days with just 
as small an amount as possible and he is 
on the way to get out of debt if possible. 
We try to get the best of loans and the 
farm land bank does the same but, even 
if there are the same terms for each, the 
borrower often has a choice and he is per- 
haps more familiar with the land bank 
than with the local loaning agency. We 
are using the local papers to try to get 
our position before the people and are 
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Steel Stocks 
a 


No other stocks indicate better what’s 
business. 


American Securities Service, 





Buy or Sell? 


Hence send for, and ponder with care, our special report on the 
steels, just issued. We have no stocks to sell but are security market analysts, 
with an exceptionally good record for being right. 
forecast without charge, simply address— 


Suite 1037, Corn Ex. Bank Bldg., New York 


ahead for the stock market—and for 


For this sample steel 

















hoping it will get results. Frankly, we 
are also turning over some business to the 
land bank where there is a desire on the 
part of the borrower to do business that 
way. It is a queer streak of human action 
that there is such choice, but it is so.” 
The land banks are doing a moderate 
business these days compared with two or 
three years ago and are holding down 
their appraisement lower than was the case 
in the early days of that department. 








Best Stocks to Buy 
(Concluded from page 606) 











son, St. Louis-San Francisco, Hudson- 
Manhattan. 


In the field of public utility stocks it has 
seemed to us for some time that most 
public utility common stocks (especially 
those of the holding companies) were well 
adjusted to value. The high yielding pre- 
ferred stocks appear most attractive and 
next the common stocks of operating util- 
ities like Peoples Gas of Chicago, Southern 
California Edison, Public Service of New 
Jersey and Pacific Gas & Electric. 


Speculative Opportunities 

Those who desire to take greater specu- 
lative risks can find many opportunities 
amongst the non-income producing rails, a 
speculative copper like Granby, a specula- 
tive situation like General Outdoor Adver- 
tising or in the sugar industry and the 
textile stocks. It is improbable that sugar 
will long stay under the cost of production 
or that textile mills will not be able to 
operate at a more satisfactory profit with 
cotton below the cost of production. 


There are certain companies which ap- 
pear to be almost “depression proof.” The 
tobacco companies, the chain stores and 
more recently the amusement industry. 
However, in the case of the tobacco com- 
panies American Tobacco is about the only 
one which is not too liberally discounting 
future earning gains at current prices and 
the established chain store stocks sell rela- 
tively high compared with earnings. The 
amusement industry since the advent of the 
feature picture in the movie field and the 
standardization of enterprises offers reason- 
ably sound opportunities with Loews Inc. 
common, Famous Players preferred and 
Shubert apparently the safest propositions. 


It is not possible within the confines of 


a brief article to outline in great detail the 
prospects for most individual stocks, but 
enough has been stated to emphasize the 
necessity for making a careful study of 
individual situations and for group com- 
mitments the rail stocks, giving effect to 
their increased earnings and current mar- 
ket prices (as well as probable future earn- 
ings) offer the soundest and safest oppor- 
tunity under existing conditions in my 
judgment. 
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Miami “Receding” Shores 
NOTHER large real estate develop- 
ment of Florida within the environs 
of Miami finds itself in bankruptcy. It is 
the Miami Shores Company. An injunc- 
tion has been brought against it by creditors 
to prevent further disposal of its funds. 
Those supposed beautiful shores which in- 
vestors thought were going to make them 
a fortune apparently are receding. 
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Valuable Information 

I wish to compliment you on additional 
valuable information recently appearing in 
your weekly magazine, namely, weekly 
list of bonds called, Moody’s rating to 
bonds recommended, showing where listed, 
call price, etc., also giving record dates 
of stock dividends declared. 

Your weekly magazine plus Mr. Guen- 
ther’s Independent Appraisals, and splen- 
did service is certainly worthy of 
recommendation. With best wishes for 
your success, I am, 

Joun CARLESTON. 


“Tell your friends they need tt.” 
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Clara Goldhurst Active Again 
LARA GOLDHURST, who has come 
in for unfavorable criticism not only 

from THe FrInancrtaL Wortp but from 
the press of the city, is again active in her 
put-and-call business. She is now sending 
out a call which she states “should net a 
big profit,” but from our investigation in 
the past we have discovered that the only 
call that has ever netted a big profit was 
what she made out of the investor. They in 
their turn have found that they have paid 
‘expensively for their experience when trad- 
ing with this sharp woman. 
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Over the Counter Market 


Edited by William J. Healy 











HILE other markets were hesitat- 
W ing because of an absence of 
favorable news developments and 
the interruption of the Election Day holi- 
day the over the counter market was con- 
trastingly active and generally strong 
prompted by reports of favorable earnings 
and increased dividend payments. A great 
majority of the recent declines were made 
good with the result that prices were at a 
higher level than prevailed a week ago. 
E. W. Bliss was one of the strong fea- 
tures of the week with higher prices de- 
spite a denial from H. W. Phelps, president 
of American Can Company, that there was 
any truth in the reports that his company 
would take over or in any way acquire the 
E. W. Bliss Company. He stated that 
such a transaction had never been con- 
sidered. The unusual interest in this situa- 
tion has been occasioned because of the 
introduction of Bliss’ new machine for 
manufacturing cans that require no solder- 
ing. There has been the added incentive 
of the decision of the Supreme Court to 
review the company’s case against the gov- 
ernment involving war wages in connec- 
tion with the production of torpedoes. 
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Scovill Manufacturing was up sharply 
on the ground that consideration was being 
given to a stock dividend. The company 
plans an increase of $4,425,000 in capital 
stock, which will be issued as a stock divi- 
dend, and a reduction in the par value of 
the stock from $100 to $25 by a correspond- 
ing multiplication in the number of shares. 
The increase in capital from the present 
figure of $17,700,000 to $22,125,000 is to be 
made by a transfer from the corporate 
surplus to the capital account. 

De Forest Phonofilm was strong in bear- 
ing out the opinion rendered in these col- 
umns several weeks ago that more was 
to be heard from the company regarding 
the introduction of talking movies which 
are based on the same principles as their 
product. In a private demonstration given 
of the Fox Film Company’s new product 
it was revealed that the sound waves are 
registered directly on the film upon which 
De Forest claims prior patent rights. Un- 
til the production of this talking film has 
demonstrated its ability to earn a satisfac- 
tory returi it appears advisable to patron- 
ize more stable investments. 

Many of the specialty stocks were higher 
which include the favorite Ziely Process 
with nothing other than rumor to justify 
the strength. Great Northern Paper was 
slightly higher the directors having recom- 
mended to stockholders that they waive 
their rights to buy $100,000 of unissued 
stock at $250 a share in favor of certain 
valued employes. The stock is quoted 
several points above this figure. 

The utility stocks were firm with the 
publication of third quarter earnings which 
showed signs of further improvement. New 
York Steam was the feature of the group 
with a sharp advance. 

There was a good demand for National 
City Bank and Bank of Manhattan. Cos- 
mopolitan was not active but the inquiry 
was good enough to carry the bid price up 
several points. Corn Exchange Bank 
scored a sharp advance in response to ac- 
tion of directors in increasing the capital 
from $10,000,000 to $11,000,000 and offer- 
ing valuable rights to stockholders. 


On the Curb 


Trading on the Curb was listless preced- 
ing the election uncertainties and with the 
results known there was little that could 
be called a regular trend. Specialties and 
individual stocks that were influenced by 
new developments made progress that in a 
few cases resulted in new high prices for 
this move. The general list was irregular 
but with a firm undertone. 

News that the long awaited cut in mid- 
continent crude oil had become a reality 
did not bring any hurried selling oil the 
oils, since the weakness in these stocks 
during the last two months has been due 
to expectation of a cut. Lower pricés for 
crude would have come sooner had it not 


been that the big companies are now large 
producers themselves. The steady increase 
in crude oil output for the past several 
months has plainly foreshadowed lower 
prices. The excitement of finding new 
pools throws the oil industry off that sem- 
blance of balance which it occasionally 
acquires. 

Humble Oil & Refining cut prices of light 
oils in the North Texas; Ranger and other 
fields where they are produced. The re. 
duction ranges from 15 cents a barrel for 
oil of 28 degrees gravity and lower to 87 
cents a barrel on 53 degrees and above. The 
reduction did not come as a surprise, W, 
S. Farish, president of the Humble Oil 
Company, has been quoted several times of 
late as saying that the oil industry is 
suffering from over production and that 
a reduction in prices was necessary as a 
break on output. The Humble Oil & Re- 
fining Company is controlled by the Stan- 
dard Oil Company of New Jersey. 

Standard of Indiana with its huge sur- 
plus and record breaking earnings for 1926 
led the movement in oils and a steady 
stream of buying orders sent the stock up 
to a new high for the movement and 
the best price the stock has reached since 
the decline of last spring. In authorizing 
an extra dividend of 25 cents, directors 
of the company declared the fourth con- 
secutive extra disbursement so far this 
year. Similar payments in addition to the 
regular quarterly dividends of 62%4 cents 
were made in each of the preceding quar- 
ters, making a total of $3.50 a share to be 
paid in 1926, against $2.50 in 1925. 

Tidal Osage voting and non-voting stocks 
both attained new highs for the 
year on a heavy turnover. The upturn 
was by way of response to the excellent 
earnings statement made by the company 
last week, 

United Verde Extension Mining was 
down to its former low for the year re- 
porting output for quarter ended Septem- 
ber 30 as follows: July, 3,475,936 pounds, 
August 3,529,876 pounds, and September, 
3,511,966 pounds, total 10,517,778 pounds. 
Cash on hand October 1 was $1,012,557. 
Liberty bonds, market value $3,390,580, and 
United States Treasury notes, market val- 
ue, $862,969. Development on 1,800 and 
1,900 levels so far has been disappointing 
and nothing in nature of ore discovered, 
except low grade pyrites. 

Excepting for Columbia Gas & Electric 
new stock, utilities were heavy and but 
little trading was indulged in this group. 
This is one of the utility companies which 
received practically unlimited indorsement 
of its financial set-up from Professor 
Ripley in his recent criticism of utility 
management. 

Directors of the American Gas and 
Electric Company are expected to consider 
next month the declaration of a substantial 


‘stock dividend on common stock of the 
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Although officials of the com- 


company. 
pany were silent, earnings of the company 
would justify authorization at the annual 
meeting in February either of a 50 per 
cent stock dividend or two 25 per cent 
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stock dividends, This would raise the out- ING. 
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eb Within the current year the stock has The Board of Directors at a meeting held 
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Net profits of the American Light and 
t Traction Company in the third quarter of 
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is 1925. Notice of receivership proceedings had . ; 
at In the year ended September 30 net in- practically no effect on Rickenbacker Mo- ~~ eo ppc agysol 
a come was $7,773,545, or $19.88 a share, on tors. Durant was also a weak feature in The Pan ge ata of West ‘imams Rail 
e- the common stock, against $6,785,441, or oe anne Be ae oe ee ore 
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r- $3,525,623, compared with $3,830,518. major honors. Values of the leading obli- being for the quarter ending December 15, 1926. 
26 An initial payment of 50 cents was or- argie eee: Teena, MERE, sis cideninis 
ly dered by directors of the Utility Shares wae gotees. tor: many: represnutatine: tonnes 
1p eseiteasies si oe showed substantial net gains. 
poration on that company’s common BUSINESS OPPORTUNITY 
id stock, payable December 15 to stockholders There was a broad demand for public — 
ce on record November 30. The payments will utility bonds, and most all issues in this 
wa be made out of net profits from November 87°UP were strong. If you have a few hundred 
zm I 1925, the time the company was organ- netic ana dollars to invest you can join 
is prison 31, 1926. Ponzi Must Come Back five former Standard Oil eX-= 
. G. Spring-Bumper declared an ex- FTER straining at every legal techni- : . 1 
a tra dividend of 5 cents together with the A catty the artful Charles Ponzi lost cone mn money-making 
* regular quarter dividend of 10 cents, pay- his plea against extradition, and must soon enterprise. 
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Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of Things.”) 











































































Average Stock Prices Week’s Sales 
6 25 
Nov. 3 reg Oct. 20 we 4 Sales of stocks listed on New York Stock Exchange (in 
23 Railroads ........... 114.61 115.08 111.50 102.27 number of shares), week ended November 3, 1926; Week's 
es eee 126.93 126.67 124.26 131.33 Sales—Thursday, 1,740,861 shares; Friday, 1,159,342 shares; 
41 Combined .......... . 122.02 122.138 119.19 116.80 Saturday, 522,955 shares. Monday, 895,184 shares; Tues- 
8 Coppers ..... ees 25.09 24.90 30.83 day, Holiday; Wednesday, 1,162,843 shares. Average daily 
sales, week ended November 3, 1926, 1,096,237; week previous, 
Bond Dealings, Jan. 1 to Date a 
1926 1925 1924 r—1926——. NAME of STOCK Thurs- Thurs- 
U. S. Govt. bds.. $220,012,040  $295,350,170 $768,611,760 day day 
Other dom. bds... 1,663,224,500  2,009,910,075  1,826,849,860 High Low Last this 
Foreign bds. 585,735,950 604,084,000 489,933,000 Week Week 
98 79 Am. For. Pr. 7% pf.. g5 85% 
Total All bds... $2,468,972,490 $2,090,344,245 $3,085,394,620 119% 90% Amer. Locomotive .. 103% 105% 
a : 150% 1395 Amer. Tel. & Teleg.. 146% 147 
Weekly Business Indicators +124 110% Amer. Tobacco B....119% 121% 
Federal Reserve Reports i. it oe. aaaepeeaeaal Tt — 
(000,000's omitted) 161 122 Atch. Top. & San. Fe. 154 den 
Oct. Oct. | Oct. 109% 83% Baltimore & Ohio .. 102% 104 
20,1926 27, 1926 28, 1926 73% 67% Cerro de Pasco .... 611 62 
Bank Debits—New York..... 1850 5,822 5,861 178% 118 Chéedgpabe & Ohi... 1600 wee 
Bank Debits—Outside of N. Y. 13,056 12,970 12,603 83% 65% Chic. & N. W....... rt dog 
*Loans and Discounts—N. Y... 1,901 1,891 2,074 68% 40% Chic. R I. & Pac.. i 64% 65 
*Loans and Discounts—Outside 92% 83% Chic. R L & P. 6% pt 925, oe 
(fy eet 3,542 3,509 3,226 36% 30. Chile Gopper »..+... 32% ++ 
+Bank Investments—New York.. 831 837 850 183% 150% Del. &- Hudson ae 173 oa” 
+Bank Investments—Outside of 93% 89% El. Pr. & Lt. 7% pf. 94% 94 
Mi. Ms. kshe cen aSibhe see eees 2,257 2,274 2,095 124 115 Famous Players pfd.118%4 118% 
Total loan discounts ........ 14,376 14,314 13,901 66% 030 sB1 Gen Oubtesr A. ...- 5314 54% 
Total net demand deposits... 12,993 12,918 13,082 35% 26% Gen. Outdoor v. Tc 345% 3414 
Total time deposits .......... 5,723 5,738 5,296 80% 68% Great Northern, pf.. 77% 79 
*Secured by other than U. S. Govt. securities. Other ne aa ge gy i to rod 
° ye i a A 
than U. S. Govt. securities. 30 25% Hartman “B” ...... 26% 26% 
BANK CLEARINGS: 40 35 Hudson & Man. .... 38% 38% 
—-1926—— ——1925—— 51% 34% K. C. Southern ..... 42% 43% 
Oct. 9 Oct. 16 Oct. 23 Oct. 24 62% 49% Kennecott Copper.... 60% 62 
Now Sark pssst eee 5,851 5,128 5,753 5,974 45 27 Mo.-Pacific .......+. 39 39% 
Outside of N. Y. .... 4,561 4,415 4,775 4,635 95 82 M.-K.-T. 6% pf....-. 92% 92.56 
x . 147% 117 N. Y. Central ......134 134% 
Monthly Business Indicators 170% 139% Norfolk & Western.. 165 1645 
1926 1925 82% 65% Northern Pacific .... 77 78% 
Aug. Sept. Sept. 113% 67 Pere Marquette .....108% 110 % 
Pig Iron Prod. Thous. long tons.. 3,200 3,136 2,726 97% 72 Public Ser. of N. J... 955% 96 
Steel Ingot Prod. Thous. long tons. 4,005 3,931 3,490 63% 44 Republic Iron & Steel 54% 55% 
Passenger Auto Prod. (U. S. and 102 $5 St. L.-Frisco ........96% 96 
[GRAD <p occuhonsecnscseeeee 393,115 350,811 274,227 70% 52 Shubert Theatre .... 61 61% 
Postal Receipts—50 cities, $.000’s.. 26,714 29,976 28,551 110% 96% Southern Pacific ....106 108 
10c Store Sales (4 Co.’s) $.000’s.... 31,022 32,193 29,275 131% 103% Southern Ry. .......118% 119 
Mail Order Sales (2 Co.’s) $.000’s.. 32,272 37,907 34,846 57% 53% Stand. G. & E. 8% pf. 56% 56 
Business Failures (Dun’s) ........ 1,593 1,360 1,465 168% 141% Union Pacific ....... 162 162% 
Patents Issued (all classes) ...... 4,254 3,115 4,281 109 101% U. S, Rub. 8% pf...106% 105% 
Industrial dividends, $.000’s .. 47,050 68,300 66,375 159% 117 U. S. Steel ........- 73% 73% 
Railroad dividends, $.000’s ...... - 24,750 38,350 36,550 78% 68 Wabash A pf. ...... 139% 1423; 
Source of Data: Dept. of Commerce Reports. 
. Ratio of Reserves 
Foreign Exchange Total Brokerage Loans ite 
(Member Banks of Federal Reserve percentages computed on 
Nov. 3 System) o basis introduced by the Reserve 
1926 Year Ago Ee een CAA . 2,742,388,000 Deore cn March 19, 1081, the high- 
ans, Mee $4.84%  $4.84y%5 SD auneusennsneiand 2,731,210,000 rt Mi ge Ri cc i to cle 
French Franc 3.25 54 4.03% es eae Se ieee 2,758,274,000 a ion al Reserve system compare 
i , SS eae ...+ 2,763,029,000 eoials High Low 
RAIA cop eetscce en 4.30% 3.94% Pp . oo eee 76.3 Jul 
i 771, REHES cece ncakk ease 2,820,382,000 . uly 28 70.2 Jan. 8 
Belgian Franc 2.77% 4.52% r ; eae 78.8 Jan. 21 66.1 
Sept. 22 ......-.cccccees 2,762,432,000 .1 Dec. 23 
TTS ere 39.98 40.22 aes pe tyy 1924 ...... 83.7 Jan. 21 70.5 Dec 
SGEUD, “ca ctunsanes wenn 2,812,971,000 ec. 24 
a ere 14.125 14.125 Oct. 6 . 2,809,007,000 1923 ......78.2 July 26 71.2 Jan. 6 
Denmark ........ 26.57 24.88 Oct. 13 1 TIIT 9/127/054;000 1922 ......36.1 Aug. 9 71.1 Jan. 38 
Germany ......... 23.78 23.81 ee MS ancasvacaates 2,655,118,000 BOSS a s0005 76.1 Deo, 17 46.4 Jan. 7 
NORWAY ..s0sse ses 25.01 20.34 CS: | ene spss 2,602,196,000 The reserve percentages of the 
8 RE ata 15.14 14.28 New ork Reserve Bank compare as 
BwPHRR ...5ccsen 26.70 26.75 Car Loadings encial High Low 
vi ¥, 1 
rire ata a ape M a 1926 1925 1924 eee 85.4 Oct. 20 74.6 July 7 
g ntina ........ 5 ° Oct. 23..1,209,043 1,121,459 1,112,345 1925 --+--85.5 July 29 69.6 Feb. 26 
Brazil om eba ih hie 13.68 14.93 Oct. 16..1,210,163 1,106,114 1,102,336 1924 ......91.5 May 21 70.8 Oct. 10 
DPD ccapacesunse 12.07 12.13 Oct. 9..1,184,862 1,106,046 1,008,956 1923 ......87.6 Jan. 25 75.0 Jan. 38 
Sanadian Dollar..100.125 100.062 Oct. 2..1,185,524 1,113,283 1,077,748 1922 ......89.6 Jan. 25 79.3 Jan. 4 
Sept. 25.1,182,940 1,121,025 1,087,954 1921 ...... 84.1 Sep. 21 85.6 Feb. 4 
Crude Oil Production *Money Rates Commodity Prices 
Daily Average CA BR is nccccwess eas 4% % Nov. 8 Nov. 4 
(Figures in barrels) TONG CMOS. sc ovesveresene 4% @ 4% , . 1926 1925 
1926 1925 - ¥. Retimeent imate 4% haw. No. 2, red --$1.52% $1,74% 
Oct. 30 Oct. 31 Commercial Paper ........ 41%4% a Magee No. 2 yel. .89 1.02% 
Oklahoma ...... 539,300 474,700 Bankers’ Acceptances ...... 4% a a 2 white .... 1.10% 91% 
“= ll et 114,750 108.800 Bar Silver, London ...... 24d oe © a 53% 48% 
North Texas 252,600 78,950 Bar Silver, New York 53c one eS Be nes ee 19% 
E. Cent. Texas.. 58,500 78.100 eee wee a 
W. Cent. Texas.. 106.700 71,100 *As of Thursday, Nov. 4, 1926 ate i A ga Ap a = op 
Siuthwnst: Sexae. 42.550 42,200 . ——s billets, Pitts...35.00 33.50 
North Louisiana.. 59,450 47.700 London Market a es =— 
Arkansas ....... 148.050 209,400 Money in London at 4% per cent; “gay AE Ge Rae ey OM! oie 
Gulf Coast ...... 171,100 93,550 short bills at 4%@4}% per cent; ee ee ee 
Eastern ......... 110,000 103,000 three months’ bills at 4% @4}8 per eee eretesensassae. Tee 
Wyoming ....... 67,050 81,350 cent. ee... a 
Montana ........ 20,750 14,350 Gold bullion at 84s 11%d. Bullion ee ee 
Colorado ........ 7,550 4,600 withdrawn from the Bank of Eng- oa gery ansean 411 6.72 
New Mexico ..... 4,600 5,050 land for shipment amounted to £10,- oo ole “3 ae. erin 1.00 
California ....... 628,300 651,000 000 to India and £25,000 to Arabia. ae ees ee ee 
- The Bank sold gold bars valued at Crude oil. Mid-Con. 33 ; 
WO: d&basbae vee 2,331,250 2,063,850 £267,000, destination not reported. to 33.9 grav. ...... 2.05 1.65 
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DIVIDENDS DECLARED 
Pe- Pay-  Hldrs. of 








Company : riod able Record 
Am. Metals ...........---.--.-c-+-rse0s $1 Q Dec. 1 Nov. 19 
Do pf. : Q Dec. 1 Nov. 20 
Am. TODACCO ........200..-.----2000--+ Q Dec. 1 Nov. 10 
ENS s gieceaoa ames Q@ Dec. 1 Nov. 10 
Am. Chicle _........... Q Jan. 1 Dee. 15 
Sy eterna Q Jan. 1 Dec. 15 
ORIN, <couseucnenekseonnn Q Jan. 1 Dec. 15 
Am. Home Prod. M Dec. 1 Nov. 15 
Am. Tel. & Cable Q Dec. 1 Nov. 1 
Artloom Corp. -.-.------+- Q Jan. 3 Dec. 3 
Atlas Powder as: Q Dec. 10 Nov. 10 
ee ee Ex Jan. 10 Nov. 10 
Buckeye P Line Q Dec. 15 Nov. 15 
sutterick Co. In Dec. 1 Nov. 10 
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Bethlehem Steel 7% pf. ....1% Q Jam 3 Dec. 3 
Brill Corp., pf. ....... so apeuead 1% Q Dee 1 Nov. 16 
Brown Shoe ........-.......-........00¢ Q Dec. 1 Nov. 20 
CER TNE aciesincennstteamieaseiiens 60c Q Dec. 10 Nov. 26 
BN Milo ose wescssconea $1.75 Q Dec. 10° Nov. 26 
Col. Fuel & Iron pf. ............ $2 Q Nov. 26 Nov. 10 
Geant. 3 EO, de cecnseneeecs $2 Q Nov. 15 Nov. 8 
Congoleum-Nav. pf. ............ $1.75 Q Dec. 1 Nov. 15 
Consolidated Gas. ................ $1.25 Q Dec. 15 Nov. 10 
Cc. G. Spg. & Bumper ............ 10c Q Nov. 15 Nov. 8 
Do: .. Ex Nov. 15 Nov. 8 
IE NE ares sc ae cvscenrctans 5c Q Dec. 1 Nov. 15 
i= aves Q Dec. 1 Nov. 15 
ie 896 B. -......... Q Dec. 1 Nov. 15 
Delaware & Hud. Q Dec. 20 Nov. 27 
Diamond Match Co. Q Dec. 15 Nov. 30 
Erie Steam Shovel (in) ....624%c Q Dec. 1 Nov. 15 
Do mt. (im) ...........2 *$1.60 .. 1 Nov. 15 
Fed. Lt. & Traction .... 3 Dec. 15 
BOG cemcopicangcesanese-caees 3 Dec. 15 
WG I seneecetedeeeces 1 Nov. 15 
Fisk Rub. 2d pf. 1 Nov. 15 
First Nat. Pictures pf. 1 Dec. 15 
Goodrich (B. F.) Co. 1 Nov. 15 
NS ea sere 3 Dec. 15 
Gt. Atl & Pac. Tea 1 Nov. 12 
ee eee eeneee 1 Nov. 12 
Hudson & Man. ........... » 2 Nov. i6 
Hazeltine Corp. ......... . 24 Nov 4 
Household Products 1 Nov. 15 
florn & Hardart Uo., N. Y. 
I~  aaepaetapmiiceseesdantiaesoen $1.75 Q Dec. 1 Nov. 11 
Harb’son-Walk. Refr. ............ 1% Q Dee. 1 Nov. 20 
SE ee ae eee 1% .Q Jan. 20 Jan. 10 
Ingersoll-Rand 5c Q Dec. 1 Nov. 8 
Do $1 Ex Dec. 1 Nov. 8 
Interstate I. & 8. pf. .........-. $5 Acc Dec. 1 Nov. 20 
IIL.” cece cecnsesterierenssceieed $1.75 Q Dec. 1 Nov. 20 
Internat. Combust. ...............50¢ Q Nov. 30 Nov. 19 
Jones & Laughlin § ............ 14%, Q@ Dee. 1 Nov. 15 
Lehigh Coal & Nav. .............-.- $1 Q Nov. 30 Oct. 30 
BOOS cescasteneuscetncasenie cance Ex Nov. 30 Oct. 30 
Lima Locomotive f Q Dec. 1 Nov. 15 
LOGS, TOR, scsmncccssrcicssasee-avs..c0e @ Dec. 80: Dec. 3S 
TD diacctancnentignclincnniccs cee ae ee Se ES 
Maine Cent. RB. B. ............-.-. $1 .. Dec. 15 Dec. 1 
BO DD, iin eta @ Dee. 1 Boe 
Midland Val. R.R. pf. ........ 2% SA Dec. 1 Nov. 20 
Martin POR .cecccsuccs:-.-..-...006 Q Dec. 12 Nov. 215 
TU TORRE TUG arncnscsceisisn evinssn ee Q Dec. 10 Nov. 20 
_ OE Er eae Ex Dec. 10 Nov. 20 
3%, & ah & Q Jan. 3 Nov. 15 
eee Q Jan. 3 Nov. 15 
No. Am. Edison pf. ...........$1.50 Q Dec. 1 Nov. 15 
No. Am., U. S. pf, 1 pf.....$1.50 Q Dec. 15 Dec. 30 
Do Ist pf. ctfs. ............$1.50 Q Dec. 15 Dec. 30 
Pathe Exchange pf. ...............-.. 2 Q@ Dec. 1 Nov. 10 
Pennsylvania R. BR. ............ 8T7T4%c Q Nov. 30 Nov 1 
Pressed Steel car pf. ........ $1.75 @ Dec. 31 Dec. 1 
Phillips Jones Corp. ........--..-.-- $1 Q Dec. 1 Nov. 20 
Parity Bakeries A ..........<....... 75e Q Dec. 1 Nov. 15 
BU Me: - cespimupaactcasscnommtcioa $1.75 Q Dec. 1 Nov. 15 
Beid. ice Cream ..........:........- 75c Q Jan. 3 Dec. 20 
Be ac cencasccnanscecnpencoeus $1.75 Q Dec. 1 Nov. 20 
Beaming Op. Bab: Wi ovenkncccscnccs 1 Q Dec. 9 Nov. 23 
| a eee eee $1 Q Dec. 1 Nov. 15 
ie | Sepeeernaieeenes 1% Q Jan. 2 Dec. 15 
NB ects sees 1% Q Feb. 15 Feb. 1 
Std. Sanitary Mfg. ............ $1.25 Q Nov. 20 Nov. 4 
EE eres 1% Q Nov. 20 Nov. 4 
Superior Stl. Corp. ...............- 50c Q Dec. 1 Nov. 15 
Studebaker (Co. ..................$1.25 Q Dec. 1 Nov. 10 
Schulte Retail Stores ................ 2 Q@ Dec. 1 Nov. 15 
Stand. Oil of Ind. ............62%c Q Dec. 15 Nov. 17 
BR a csceccenaseeaccommnapiniiar asssinented 25¢ Ex Dec. 15 Nov. 17 
Spear & Co. pf. ...................1% Q Dec. 1 Nov. 15 
Standard Oil of Cal. ............ 50c Q Dec. 15 Nov. 15 
DUD | capetniicnadindeisansnag eeieianineeeias 50c Ex Dec. 15 Nov. 15 
Timken Roller Bear. ...............$1 Q Dec. 4 Nov. 18 
BODY. «cc ccessavepapucdunsatenaacpucnetesnci 25c Ex Dec. 4 Nov. 18 
i, I eo cs $1.75 Q Dec. 30 Nov. 30 
DAME Bee: ee eee Te. 4 
U. S. Hoffman Mach. ............75¢ @Q Dec. 1 Nov. 20 
Do ...25¢ Ex Dec. 1 Nov. 20 
U. & Sie Or Bh csececcssc. 1% Q Dec. 1 Nov. 16 
U. @. Pissing Cad. ............... $2 Q Jan. 1 Dee. 21 
Va.-Car Chem. 7% Prior pf. 1% Q Dec. 1 Nov. 16 
Van Raalte ist pf. ............ 1% Q Dec. 1 Nov. 17 
White (J. G.) Eng pf ........ 1% Q Dec. 1 Nov. 15 
White (J. G.) M pf. ......... $1.75 Q Dec.. 1 Nov. 15 
WN SOD gc cascensnrstereeesicns 25¢ Q Nov. 30 Nov. 15 
Wis. Pow. & WA. Bh. ccccsis $1.75 Q Dec. 15 Nov. 30 
We BP cece tes $1 Q Dec. 31 Dec. 15 
West. 26, Bigs: Blo. ccccccwcsscccta 1% Q Dec. 15 Nov. 24 


Yale & Towne Mfg. ................ $1 Ex Dec. 1 Nov. 10 


*Covering period from Sept. 8. 














To Keep You Informed 


VERY week we list in this column instructive booklets, circulars, 
EK periodicals and special letters pertaining to investment and other 

timely subjects which we believe are of interest and benefit to our 
subscribers. 


Upon request and without obligation, any of these listed below will 
be sent free, direct from the houses by whom issued. 


Kindly send request to CuRRENT LITERATURE DEPARTMENT. 
THE FINANCIAL Wortp, 53 Park Place, New York, N. Y. 


An Investment Insured for Its Lifetime—This is the title of a booklet 
issued by a well known and reliable Mortgage Security Corpora- 
tion. The pages of this booklet tell how the security is developed, 
point by point, and something of the recognition which has come 
to its Insured Mortgage Bonds. 


“Security Salesmanship the Profession”—<An interesting discussion of 
this specialized field together with information about the Course 


of Training being adopted by scores of the leading investment 
houses for their men. 


How to Gauge the Turning Price for Any Stock is one chapter heading 
of a booklet on stocks and stock market movements. 


In Every Man’s Business—A pamphlet designed for business men who 
desire to invest their funds with the greatest possible safety, and 
with the best income returns consistent with such safety. 


Preferred Stocks of Electric Light & Power Companies—A New York 
Stock Exchange house has ready for distribution a special list con- 
taining a number of carefully selected issues of this group. Yields 
range from 6.10 per cent to 6.55 per cent. 


“For Income Builders’—This booklet describes a practical Partial Pay- 
ment Plan, whereby sound securities may be purchased through 
monthly payments of as little as $10. Shows how permanent inde- 
pendent income may be built through the systematic investing of 
small sums set aside from current earnings. 


Safety Limits—A booklet which explains how you can prevent invest- 


ment losses by purchasing scientifically guarded and guaranteed 
First Mortgages and Certificates. 


“Forty-four Years Without Loss to Any Investor”—A booklet of much 
use to those who are interested in real estate mortgage bond in- 
vestment. It has been prepared and is ready for distribution by 
one of the largest companies in this field. 


Accumulation vs. Investment—Accumulating wealth has become in- 
creasingly easy while investing wealth has become increasingly 
difficult. A revised edition of the booklet “Answers to Questions 
About an Investment Trust” containing new material of interest 
to investors has been prepared and will be mailed upon request. 


Tri-Weekly Stock Letter—TJhis letter, which is issued by a well-known 
New York Stock Exchange house, contains short, concise opinions 
of possible future movements in active stocks. 

“How to Select Safe Bonds”—How to make eight tests that prove the 
safety of every investment is told in a booklet as above titled. 
“Diversification and Vigilance”—An interesting discussion of this sub- 
ject, profitable to any investor, showing the methods employed by 
large institutions and their investment problems, has been prepared 

for distribution by a large investment banking house. 

Stocks and Business—The monthly letter issued by a well known Stock 
Exchange house gives a terse summary of conditions affecting 
security prices. 

“How We Aid Investors”—This is the title of a pamphlet issued by a 
New York Stock Exchange firm. It contains an outline of the 
principal services available through specialized departments in each 
of its offices. 

Investment Record Booklet—This booklet enables you to keep an ac- 
curate record of your bond holdings. Pages are ruled and arranged 
for all data a bondholder usually wishes to know, and refer to 
occasionally, including space for date, month and amount of in- 
terest due. Copy upon request. 

“Shares in America”—A booklet of 20 pages well written and explain- 
ing in an understandable manner the method of obtaining a wide 
diversity of investment holdings in 24 standard dividend-paying 
railroads, public utilities, industrials and standard oil stocks. 

“Why Estates Shrink’—The amount of taxes your estate must pay 
depends largely on the type of investments you hold. This book- 
let, “Why Estates Shrink” outlines this information in detail. 




















FINANCING GROWTH OUT OF EARNINGS 





To MEET the increasing public demand 
for all its products General Motors is to 
expand the output of certain of its plants 
and make further investments in some of 
its subsidiaries. 


When these plans have been carried 
out the results will be: (1) greater pro- 
duction of General Motors passenger cars; 
(2) doubling the output of Frigidaire, 
already the leader in the rapidly develop- 
ing industry of electric refrigeration; (3) 
the absorption of Fisher Body, effecting 
important improvements in operating 


efficiency through better coordination of 


chassis and body manufacture; (4) the 
development of the Hertz Drivurself 
System, whereby a car may be rented and 


its use paid for on the basis of miles driven. 


In plants and the equipment alone 
$40,000,000 will be invested, to which 
must be added additional working capital 
for the enlarged operations. There will be 
no offering by General Motors Corpora- 
tion of securities of any kind for these 
investments. This program will be financed 
entirely out of earnings, without impair- 
ing the present strong financial position 
of General Motors. 


— 





PRODUCTS OF 


GENERAL MOTORS 


CHEVROLET + PONTIAC 


BUICK + 


CADILLAC » 


OLDSMOBILE + OAKLAND 


GMC TRUCKS 


YELLOW CABS, BUSES and TRUCKS 


FRIGIDATRE— The Electric Refrigerator 


wh» 





